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Not By Bread Alone 


AST week the United Nations Conference on Freedom of Informa- 

| tion adopted a resolution drawing the attention of governments “to 
the harm and dangers which inadequate production of newsprint, and 
unequal distribution thereof, have on the exercise of freedom of informa- 
tion.” On Monday, Lord Rothermere appealed to a meeting of American 
newspaper publishers to use their influence in having newsprint included 
on the list of commodities to be provided under the Marshall Plan. On 
Tuesday, Mr Hoffman’s “ illustrative” allocation of his funds revealed 
that newsprint had indeed been included—though only for the United 
Kingdom and Eire. 

Placed thus in their chronological order, these events sound like cause 
and effect. Actually, they cannot be so, for Mr Hoffman’s list must have 
been in preparation for some time. It is still not certain whether the 
American purpose is merely to take over the financing of the supplies of 
Canadian newsprint that are already available to. the .British press or 
whether an increase in the supply is contemplated. The sum of $22 
million would suggest the latter conclusion, since it would be enough to 
pay for 200,000 tons and the present supply is limited to 100,000. But 
the explanations given in Washington—particularly of the reasons for, 
omitting other countries—support the former and more disappointing: 
view. But that newsprint should find a place on the list at all suggests’ 
that the American Government, at least, is waking up to the dangerots 
anaemia of democratic life that prevails in Europe. 

What is, perhaps, more doubtful is whether the British Government 
has yet similarly awakened. The British Government made no request for 
additional newsprint under ERP ; it appears to have been as much taken 
by. surprise as anybody else by its inclusion on Mr Hoffman’s list; and 
there is even some question whether more than the present supplies would 
be accepted if they were formally offered. It would be wrong to put this 
down to mere malice. Even with Marshall dollars, the British Govern- 


_ ment’s task in making ends meet is still immensely difficult. (Mr Hoffman’s 


tentative allocation to the United Kingdom is $1,324 million for twelve 
months, whereas the actual dollar deficit in 1947 was over $4,000 million 
and the forecast for 1948, at the rate of the first half of the year, is 
$1,776. million). If the Government is unwilling to accept newsprint, 
the reason is that it thinks other things are more urgent. 

Within the context of British national policy, it is difficult to challenge 
this decision. A beleaguered nation is compelled to put food and raw 
materials ahead of things of the spirit. A garrison threatened with starva- 
tion naturally wants bread before books. But the passage of the Economic 
Co-operation Act removes the problem from the context of British 
national policy, Over and over again the Americans made it clear that 
they were not interested in merely patching up the separate national 
economies of the Western European states. They were interested in 
breathing life into the practice of democracy in Europe, When the ques- 
tion is widened from “‘ what is necessary to keep the British people alive”. 


to “ what will best make a working reality of democracy.in Europe,” then 
siitadain Mdistnaiinseeshd dtehdatie ancineemaaeaad 





658 


Perhaps the argument will be more acceptable if we make it 
clear that it is not for ourselves, at least in the first place, that 
we plead. Zhe Economist is indeed short.of paper. We are 
cramped for space ; we cannot meet all demands for the paper ; 
we ate compelled to use a sheet of barely tolerable flimsiness. 
But though we are constricted by the paper shortage we are 
not throttled, as other paper users are. One of the most deserv- 
ing claimants, which can and does speak for itself, is the daily 
newspaper press. Another, even more deserving but less vocal, 
is the claim that can be made for paper for educational text- 
books. All over Europe, education is languishing for lack of the 
necessary books ; and what can democracy be without educa- 
tion ? The greatest need, under both heads, is in Germany. 

Interested parties always claim too much. To listen to some 
of the newspaper proprietors, one would suppese that they 
would devote any additional newsprint exclusively to the dis- 
cussion of democratic principles. The book publishers argue 
as if all books were by definition educational. If one is to be 
candid, one must admit that a great deal of any additional news- 
print that was provided would be used to report sport and 
crime, and that any larger general allocation of paper for books 
would lead to a greater output of trash. But this is merely an 
illustration of a general dilemma that the American people have 
faced, and wisely resolved, in their discussion of the Marshail 
Pian. The Western European democracies are imperfect ; but 
time is too shert to insist on reform as a pre-condition of assist- 
ance, Taking them as they are, should the Americans help 
them or not? And the answer has been a clear yes. A book 
which has been widely circulated in America in opposition to 
the whole notion of Marshall aid bears the title “ Can Dollars 
Save the World ?”. The answer that Congress has rightly 
given is “ No, but the world cannot be saved without dollars.” 


Triumph 


IGNOR DE GASPERI has done very well—almost too well. 
A free and orderly election at the edge of the iron curtain, 
with the strongest Communist Party in Europe competing, has 
been won hands down by the Right. The Christian Democrats 
alone will have an absolute majority in the Chamber of Deputies 
with 307 out of §74 seats. In the Senate they will command 
with the aid of friendly parties a smaller majority—of some 200 
seats out of 339. The Communits will not only be outvoted 
in the Chamber and in the Senate, but may also lose their 
volatile and disappointed allies in the Popular Front, the Nenni 
Socialists. There may in fact be no effective parliamentary 
opposition from the Left save that of the Communists. For the 
Socialists who refused to work with the Communists in the 
Popular Front, the followers of Signor Saragat and Signor 
Lombardo who collaborated with the government, will pre- 
sumably get rewards in a new Cabinet for the loyal help they 
’ gave before and during the elections. These Socialists, who 
did not get a telegram from Mr Platts-Mills, attracted away from 
the Popular Front over 1,800,000 votes, or seven per cent of the 
total cast. 

The Christian Democrat victory is a very fine and welcome 
achievement. It means a decisive check to the first big challenge 
by the Communists west of the iron curtain. For it was a major 
effort that Signor Togliatti made, and his followers pledged 
themselves to total success. Even the most experienced ob- 
servers took their claims seriously and forecasted for Signor 
de Gasperi nothing more than a win by a short head. His 
success in winning 48 per cent of the Italian people’s votes 
ns Dred 2° yp peed Bye er Seder eaten beaver 
than European significance. 

It is wwe thet Ruidia’ wiks “xan! as! tectptal: ev” the: fealian 
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Similarly, to the question “ Will larger newspapers and mare 





books make work in Western Europe ?”. the. 
possible answer is ‘Berealy not ; but it wile work wi 
out them.” : 


The facts about the ice distribution of cate are 
sufficiently startling, im all conscience. The United States, 
which before the war consumed 44 per cent of the total world 
supply, consumed 61 per cent in 1947. American consumption 
last year was a-million tons more than before the war, that 


dm 6 


of the rest of the world a million and a half tons less. Cop- 
sumption per head of the population before the war was 60 
lb. in Britain and §6 lb. in the United States ; last year it was 
1§ lb. in Britain and over 70 Ib. in the United States ; and the 
gap is steadily widening. How much of their consumption of 
newsprint, would Americans say, is a necessary ingredient of 


their democracy ? Half ? A third ? A quarter ? It would still 


be larger than the ration on which British democracy is strug: 
gling to exist. Or conversely, if it be accepted that the British 
ration is enough, then over three-quarters of the American 
consumption is unnecessary. 

The argument is not one for complete equality of con- 
sumption between America and Europe, any more than it is 
in wheat or oil or steel. The argument for Marshall paper, as 
for Marshall wheat or Marshall steel, is that it is an essential 
ingredient of democracy, which cannot sustain adequate health 
on the present ration. Every argument that induces the Ameri- 
can people to send to Europe food and raw materials which they 
could use at home, applies with equal force to paper, which 
also they would like to use at home. Indeed, in the long run, 
it applies with even more force. For democracy does not live 
by food and raw materials alone. 


in Italy 


Left as it might have been. The trainload of paper that 
represented its final contribution to the election campaign com- 
pared unimpressively with the trainloads of food that Marshall 
aid will mean, and has already meant, to the Italian people. 
Moscow did not accept the western suggestion that Trieste 
should be returned to Italy ; it suggested no modification im 
reparation payments—in fact it kept a very respectable distance 
from the whole affair. It took little risk of losing face. Britain 
and America and France on the other hand took the gloves 
off ‘for the first time. It was made clear to the Italian public 
that a Communist success would mean short rations, un 
employment, insecurity—because it would mean the end of 
Marshall aid ; also that a Christian Democrat success would 
mean membership of the Brussels Pact, supplies of American 
wheat and British coal, raw materials, emigration possibilities, 
and perhaps the return of some colonies. 


It is possible that some of the interventions of the last two 


months could have been dispensed with, but squeamishness by 
the West would have invited bullying from the East. The 
de Gasperi government had earned such western support by 
the way it had handled the Communists in parliament and their 
followers in the streets. To give this support still left the Italian 
people free to decide whether they liked the de Gasperi govern- 
ment or not. There is not the slightest doubt that American 


aid and advice, British and French friendship, properly = j 


can do more to give prosperity and security to free Italians 


anything the Communists can offer. And it is not the West's 
fault that the methods used by the Communists in Czecho 
slovakia probably killed Signor Togliatti’s chances. : a dai 


It is too soon after the event to assess the significance of thes¢ 
results for Italy’s internal situation. There are possibly somit 
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dangers, as well as advantages, in the fact that the government 
has an absolute majority over all other parties. Will it not 
encourage those very faults of omission in economic policy 
which have left Italy with great arrears in social and agrarian 
reform and the impression among many workers that Signor de 
Gasperi works chiefly with bankers, priests and industrialists ? 
And it is not possible to say yet how far his triumph was due 
to members of splinter parties voting moderate instead of 
extreme Right, how far to conversions made from the Left. 
The Christian Democrats form now a party so heterogeneous, 
so much held together by simple anti-Communist feeling, that 
it may split too easily if its leader follows the radical internal 
policy that economic necessities and a 30 per cent Popular Front 
yote would seem to demand. 

Itis important to realise that this is not a victory of the Third 
Force or of moderate Socialists over Communism—it is a 
victory of the Right—certainly of the moderate Right, but 
one in which religion, family and other powerful interests 
that are regarded as sinister by the Left played a full 
part. Signor de Gasperi’s party is Christian and Democratic in 
the way that the German CDU is. Its success will encourage 
the move towards non-Socialist policies that is taking place all 
over Europe. It demonstrates to Western Socialists—what 
events in Eastern Europe had already proved—the disastrous 
futility of the popular front policy, or even of  fellow- 
traveller flirtations. Signor Nenni has blundered so badly 
that many of his followers may just abandon their 
alliance with the Communists. The lesson is useful at a 
moment when M. Thorez in France is suspected of trying to 
revive popular front ideas by conciliatory and patriotic gestures. 

The check in Italy may be the signal for the Russians to 
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begin switching their diplomatic offensive away from the 
lesser powets of the West to remoter areas where the Great 
Powers can be more easily worried by mischiefmaking. The 
American counter-offensive, as planned, has reached its height in 
time for the spring; and it seems unlikely that the Russians; or 
the Cominform, will risk further losses of prestige by pushing 
Communist parties into ineffectual offensive actions. ~ 

It is of course possible that in Italy itself the Popular’ Front 
will continue the struggle by other means—by occupying 
factories, by guerrilla action, by sabotage and resistance. But 
so far there is no sign of the possibility materialising. The 
Communists seem still stunned at some of the things 
that have happened: Pescara, scene six months ago 
of a miniature Communist revolution, casting only 27,000 
votes for and as many as 46,000 against the Popular 
Front; the peasants of the south failing to vote solidly 
Left ; whole districts of industrial Milan, Genoa and Rome 
voting as never before. Such changes must make Signor 
Togliatti pause and ask what his effective appeal in Italy now is. 

If, as seems likely, the next few weeks pass quietly, Italy 
should begin a new stage in parliamentary government in 
decent, serious fashion. The two Houses of Parliament have to 
meet on May 10 to elect a new President: To him Signor de 
Gasperi will offer his resignation and from him automatically 
receive the invitation to retain office and obtain a vote of con- 
fidence from Parliament. It would be a helpful and gracious 
act if, early in its career, the new Italian Government were to 
receive an invitation to join the Brussels Treaty of mutual. co- 
operation which is intended to be the basic instrument of 
western unity. For the Italian people have made a memorable 
contribution to the principles on which that treaty is founded. 


D-Day For Western Union? 


RGANS of European co-operation haye been created in 
such numbers in the last few days that there is a real 
risk of public confusion. There is, first of all, the Continuing 
Organisation of the sixteen beneficiaries of the Marshall Plan, 
which has. been set up on a permanent basis in Paris and bears 
the title of Organisation for European Economic Co-operation. 
Its chief body is called the Council and it is representative of 
all the sixteen participants, with M. Spaak as its President. 
Under the Council there is, first, an Executive Committee of 
seven members, designated annually by the Council, with Sir 
Edmund Hall-Patch as Chairman ; secondly, a permanent Secre- 
tatiat, with a Frenchman, M. Robert Marjolin, as Secretary- 
General ; and thirdly, a number of technical committees, of 
which the most important is the European Customs Union 
Study Group. All these organs are probably to be situated in 
Paris, and it is perhaps by that geographical designation that 
they will be chiefly known. 

Alongside these Paris organisations are what may be called the 
Brussels - London. organisations, consisting (at present) of five- 
nations only, arising out of the Treaty of Brussels, but having 
their seat mainly in London, Of these the chief organ is the 
Permanent Consultative Council, consisting of the Foreign 
Ministers of the five participants and meeting, at least once a 
quarter, in each capital in turn, Beneath this there are two 
permanent five-member bodies, sitting in London, the Perma- 
nent Organ of the Consultative Council, which is to meet 
monthly, and the Permanent, Military Committee. 

To complete the picture, it should. be recalled that there is 
also the Economic Commission, for Europe in Geneva. This is 


an organ of the United Nations, and its eighteen members come 
from Eastern as well as from Western Europe, but exclude non- 
members of Uno. The Eighteen thus sit in Geneva, the Sixteen 
in Paris, the Five in London. ; 
Here is enough constitution-making to please the most avid 


amateur of political structures. It is all to the good that so 
many channels should have been created through which the 
nations of Europe can work out their mutual relations and their 
common problems. Unquestionably the work that has been 
done is good as far as it goes. : 

But how far does it go? That is a question which even 
the most acute observer will find it difficult to answer. Judged 
by documents signed, by pledges exchanged and by committees 
created, and compared with what existed twelve months ago, 
the progress made is impressive. But compared with the high 
hopes that have been raised in Europe and America and with 
the large phrases that have been on statesmen’s lips, it is still 
not proven that any progress has been made at all. There is, 
after all, a fairly simple primary test. The object of all the 
turmoil is to achieve something that is familiarly, grandiloquently 
and imprecisely referred to as the integration of Western Europe. 
A significant step will have been taken towards something that 
deserves the name of integration when, and only when, the 
nations of Western Eurépe have decided to pool some of their 
authority—that is, to transfer to some joint or central body the 
right to decide for them. 

Has this yet occurred ? In the Eighteen at Geneva, certainly 
not ; the ECE is, and from its composition inevitably must. be, 
purely advisory and consultative. Has it occurred at Paris ? 
The new organisation has been set up under the sign of the 
pledge given by Mr Bevin and M. Bidault when the Paris Con- 
ference was summoned last summer: | 

raw up a programme .. . @ $pecial organisation 

sabanhenk sors es ia: iltinetiiateriareiin abe interna] affairs 

of these States, and. no action will be taken by it which could 
be regarded as a violation of their sovereignty. 

A close examination of the text of the new agreement shows 

that this line has not been over-stepped.. It has been approached, 

as in the phrase that the Organisation may “ take decisions for 
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implementation by Members,” but it is also clear that a member 
cannot be bound without his affirmative vote. None of the 
Paris organisations can decide a matter for a Government against 
its will. The Brussels-London organisations, being smaller and 
deliberately designed to serve as the core of Western Union, 
might be expected to include more of the vital principle of 
pooled sovereignty. It is true that the military committee can 
hardly be imagined to function at all without the principle of 
unified command and standardised equipment. But though some 
pooling of sovereignty may thus be implied, it is nowhere clearly 
stated or openly accepted. Of such specific objectives as a 
great free trade area, a common currency, common development 
of colonial sources of food and raw materials, the rationalisation 
of capital programmes—of all these, no one of which is attain- 
able without some common instrument of government, some 
common executive authority, there is no mention. 

It would seem, therefore, that the principle of unimpaired 
national sovereignty, of the right of governments to go their 
own ultimate way if they choose, has emerged from this orgy 
of constitution-building unscathed. Indeed, it is even possible 
to discern in Whitehall and Downing Street a certain air of self- 
congratulation over this fact, as over a victory won in a hard 
fight. Whether or not the preservation of national sovereignty 
is really a matter for congratulation is a question that different 
people will answer according to their different convictions. But 
what ought to be quite clear is that it is not even the first step 
towards Western Union. For Western Union, if it is to mean 
anything at all, must mean some pooling of sovereignty, some 
willingness to submit, in some defined questions, to the decision 
of a central authority. Without that, Western Union is merely 
a phrase of deception. 

Indeed, there is some reason to fear that a situation may be 
growing up which is by no means unfamiliar in the history of 
British diplomacy—a situation in which British statesmen 
accustom themselves to using large phrases without really mean- 
ing them. Disarmament was one such, collective security was 
another ; so was “ steady and collective resistance to all acts of 
unprovoked aggression.” There is no conscious hypocrisy in 
the process ; it is merely the grandiloquence that comes naturally 
to politicians ; but it feeds the legend of “ perfidious Albion.” Is 
it happening again ? In every capital of Europe, the question 
is being asked: Does the British Government really mean what 
it says about Western Union ? Is Mr Bevin really in earnest ? 

It would be wrong to conclude, on the evidence yet to hand, 
that he is not. There are plenty of sound arguments for the 
strategy of the gradual approach. It can very properly be urged 
that the immediate task is to smooth the path for Marshall aid, 
which, being both an urgent and a complicated matter, must 
inevitably rest between the American and the other Govern- 
ments separately. It can truthfully be said that some of the 
Sixteen are already nervous about the lengths to which they 
have gone, and that to try to go further now might drive them 
out. This is certainly true of the Swedes, the Swiss and the 
Danes. It can be said that the best approach to Western Union 
is empirical, by trial and error, that the attack on the obstacles 
must not be frontal and concentrated ; that there must first be 
reconnaissance and sorties. 

All these arguments may be sound and sincere ; nobody who 
is not in possession of all the facts can give them their appro- 
priate weight. But if this is the real position—that the British 
Government (for its voice is the decisive one) is honestly anxious 
to go very much further and is moving towards its goal with all 
the speed that is prudently possible—then there is one acid test 
that can be quite easily applied. That is to observe how quickly, 
and on what scale, something further happens. The oppor- 
tunities for speedy development are obviously much greater in 
the five-Power organs of the Brussels-London complex than in 
those at Paris. Those who want evidence of intent will there- 
fore watch the five-Power organs very closely. It is there that 
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the first convincing signs will appear of whether the 
Geverament is ois not prepared fo Surender some ef 
national sovereignty as the price of a Western Union. vay 
The Economist is one of the oldest advocates of a Westen 
Union. But it would be foolish to underrate the gravity of the 
decision that is involved. It is no small thing for a Goy 
to hand over any of its responsibilities to a foreign body, 
Bevin should not be abused because he has not yet 
himself, or his colleagues, to face it. But the point is that | 
must face it now. If he goes on talking about Western Unig 
and setting up bodies that look as if they are designed to achi 
it—and then when it comes to the point he has to confess 
he is not in fact prepared to delegate to any joint body. th 
power to decide anything of importance against his will, then he 
is running a very grave danger. Such a policy will not 
lose for Britain all leadership among the nations of the Com 
tinent and drive them back to the anarchy of separatism, it wil] 
also produce most grievous disappointment and disillusion jp 
America. Britain can no longer (if it ever could) afford to be 
deserted both by America and by Western Europe. If the British 
Government’s real view is—as the tend of conversation ip 
Whitehall would suggest it is—that, for good and Weighty 
reasons, it cannot contemplate any real surrender of sovereignty 
now or in the foreseeable future, let it say so and — a 
reasoned case for so doing. 


But if it really believes in Western Union, let it prep 
face the consequences and cease treating the whole subject as if 
it concerned the Foreign Office alone. And, above all, let? 
realise the need for haste. The threats and fears that created 
the present favourable atmosphere for projects of union may 
well diminish as time passes. Twelve months of conciliatory 
Russian diplomacy (if the two adjectives are not wholly conti 
dictory) could cause infinite confusion in Western ranks, to say 
nothing of the British Labour Party. Moreover, it is only twelve 
months until the second appropriation for Marshall aid will be 
needed and if there is to be a continuous effort at recovery ove 
the next four years, the Americans (who have a natural 
culty in seeing why a United States of Western Europe is not 
immediately practical) will need convincing that no time is being 
wasted. And thirdly, as was argued here last week, the only 
chance of solving the German problem (on which all else in 
Europe depends) is to win the race with time and have a 
functioning Western Union in existence before a liberated 
Germany makes the fateful choice between East and West. 
There is a need for haste, and there is also a possibility of 
hurrying. For even though Hitler’s New Order (created ia 
three years) and Stalin’s east European bloc (built in the same 
space of time) are no precedents for a union of “ nations which 
are free to take their own decisions,” it is also true that the 
nations of Western Europe will move towards union just as fast 
as British leadership and American backing will take them. © 

It is urgently necessary that Mr Bevin should explain clearly 







what the next steps are and where they lead. No British Minister — 
has yet made any statement from which anybody can deduce — 


what Western Union is to be or when it can be expected 
arrive. Strongly though Mr Bevin may object to the continental 
preference for defining ends before working out means, he must 
realise that leadership in Europe involves some concessions’ t0 


European ways of thinking. To Frenchmen, Germans, Italians, 
Scandinavians, Western Union as so far defined meas — 
nothing. Mr Bevin took a great risk the other day in turming — 
che said tharthe — 


to his own use a phrase of Mr Churchill’s:: 


movement towards Western unity had come to the “end of the 
beginning.” Mr Churchill’s “end of the beginning” was the | 
fall of Tunis, and the phrase was justified because he was © — 
solved to go on, to take the great risk and to make the great 
sacrifices by which the prize was won. There 'is no evidence 
that Mr Bevin also has a final objective and a time-table: ‘Whea 
is D-Day for Western Union? ilhag 
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~ The Fleming Report in Practice 


HE Minister of Education was asked in the House of 
Commons last week whether he was aware that the London 
County Council had rejected 270 places offered by the indepen- 
dent boarding schools to London schoolchildren. This kind of 
question is typical of the misunderstandings which are current 
about the Scheme, commonly associated with the Fleming 
Report, but more correctly the outcome of the Education Act 
of 1944, to give children who would benefit from it the oppor- 
tunity of an education at a boarding school. In the case of 
the LCC the facts are that about 280 places have been 
offered to the Council for next September ; the applications 
from parents are now under review ; a large number of places 
will be accepted, but probably not all, since the ages and sexes 
of the children considered suitable by the LCC do not neces- 
sarily fit the places open to them. Owing to the organisation 
of the independent schools it is inevitable that far more places 
should be available for boys than for girls, and that the majority 
of them should be available only for children who have reached 
the age of at least 13. There is nothing in the circumstances 
of London schoolchildren that automatically fits this very 
arbitrary ratio of boarding school places. Hence at least part 
of the difficulty, which applies as much to other authorities as 
to the LCC. 

This is, however, only a small part of the picture which 
illustrates the progress made since 1944 in implementing 
the boarding school scheme, There have been many difficulties, 
not the least being the marked change in the political 
atmosphere that followed the postwar elections for Parliament 
and for the local councils. For all the reforming spirit of the 
Education Act of 1944 it was the child of a Government with 
strong conservative sympathies: it was therefore natural at that 
time that the independent Public Schools should be regarded 
with more tolerance than is now the case by many Labour 
Councils, with their passion for equality. To them equality 
neans that every child should go to the council school, not that 
a more representative selection should go to the Public Schools. 

The Fleming Committee was set up in 1942, “ To consider 
means whereby the association between the Public Schools ..’. 
and the general educational system of the country could be 
developed and extended. . . .” Two motives lay behind the 
committee’s work, The first was a question of principle: how 
the reputation of the Public Schools for exclusiveness could be 
broken down, and their undeniable advantages be made avail- 
able to a wider public, irrespective of wealth. The second was 
economic: it was thought at the time that the dwindling 
incomes of the middle classes, and the growing attractiveness 
of the state system, would bring the Public Schools into severe 
financial difficulties, and that some means should be found to 
secure their survival on more egalitarian lines. 

Events have so far proved the second estimate wrong. The 
delays in school building, the shortage of teachers and the 
general upheaval in the state system of education have served 
to decrease its popularity—at least temporarily. For the Public 
Schools the waiting lists are longer than ever, in spite of large 
increases in fees, and the schools are reasonably prosperous. 
The middle classes are apparently prepared to spend even their 
capital, if they have any, on a first-class education for their 
children, reckoning that this is a safer and more remunerative 
investment than any other. How long. they will be. able to 
continue doing this is anyone’s guess. 

Progress in implementing the report has varied greatly. 
Some schools, such as Mill Hill, which started ‘to operate a 
scheme of this kind before the Report was published, have 
already had the experience of three years’ intake covering some 
120 boys in all, Others have only had their first batch this 


year, and others again are only starting next autumn. For the 
year 1947/48 some 700 places in all were offered by the schools 
out of a total of about 6,000 (excluding an unknown number of 
private arrangements between the schools and the local 
authorities, of which there is no record). For the year 1948/49 
about 860 places have been offered, the ratio in both years 
being two to one in favour of boys, as against girls. The full 
number of places offered was not filled last year, nor will it be 
this year, but the offer is large and is likely to grow as new 
schemes get started. Methods of selection vary between school 
and school. The usual procedure is for the school to offer a 
number of places direct to one or more local authorities or to 
notify a central pooling committee at the Ministry of Education. 
The authority then selects a number of boys and girls on the 
basis of its own regulations for cligibility, and the school 
makes the final choice out of those proposed, 


* 


That so many offered places have remained unfilled arises 
from a fundamental difference of approach between the local 
education authorities and the school. The school is concerned 
to find children who will fit into the school life and make good 
on equal terms with those who enter by the normal means. 
They do not necessarily want the intellectual cream of the 
council schools, but still less do they want misfits. The educa- 
tion authorities, by contrast, are concerned with those children 
who will especially benefit by a boarding-school education. 
By definition this means boys and girls whose home background 
is unsuitable for a day-school life. The following regulations 
for selection are typical of many local authorities : 


(1) Children who are orphaned or neglected. (2) Children 
from homes where the parents are unable to look after them. 
(3) Children whose parents are abroad. (4) Only children. 
(5) Children from overcrowded homes, or where there is sick- 
ness, e.g. tuberculosis, in the family. (6) Children whose 
parents’ business keeps them constantly on the move, 


It is obvious that a rigid interpretation of these regulations 
would produce a very umrepresentative selection of children, 
and that the education authorities would be disburdening them- 
selyes of their problem children into the arms of the boarding 
schools. That this is only partly the case is due to the 
authorities’ knowledge that the boarding schools will not accept 
more than a limited number of problem cases, and that they 
must leaven the lump with a scattering of really good candidates. 
How far. this scattering becomes a fair proportion depends first 
upon the far-sightedness of the authority and secondly upon 
its wealth: not many authorities can afford to spend four times 
the cost of a day-school education on many nermal children. 

It must be admitted that the position of the education 
authorities is difficult. Boarding-school education is very costly. 
Fees vary between {£60 and £300 per annum, the maintained 
and direct-grant schools being generally cheaper than the Public 
Schools, but the average is now round about £200 p.a. While 
it is possible to justify paying {£200 of public money for 
poor Peter, whose father drinks or is tubercular, or for Paul, 
whose parents are in China, it is extremely difficult to. give 
this preferential treatment to James and Jemina who are ordi- 
nary intelligent children, differing from the mass only in having 
parents who believe in bearding-school education. Parents may 
be prepared to spend this amount on the education of their own 
children, but as ratepayers they are generally not prepared to 
do so for other people’s. 

From the point of view of the local authorities, ‘ political 


principle, educational principle and wealth all influence policy. 








662 


And wealth is the most potent. For example the cost of 
such a scheme falls heavily upon a small authority, such as the 
Isle of Wight, where arrangements for sending only ten 
children a year to boarding schools will cost that authority 
ultimately £8,000 a year when the full forty children are in 
attendance, which will be the equivalent of a 2d. rate. In 
London, where 237 children have already been placed and next 
year’s batch are under consideration, it would cost the LCC 
only a id. rate to send 2,000 children. And in Middlesex the 
wealth of the County Council is such that, in spite of a Labour 
majority, with a marked disinclination to bolster the Public 
School system, there are already 1,000 children being wholly 
or partly supported in boarding schools. Of these about 150 
are in a handful of schools with which the Council has formal 
arrangements, The rest are scattered all over the country—the 
determining factor for selection being the parents’ residence in 
Middlesex, and the existence of some “ problem” in the 
family’s circumstances which justifies the Council in making a 
special case. 

The “ boarding-school habit” is essentially a middle-class 
habit, and to many councils and still more to their ratepayers, 
the idea of sending children away from home is unfamiliar. 
Therefore, in addition to the objections of expense, the difficul- 
ties of fair selection, and the complications of political preju- 
dice, some authorities have the added difficulty of finding enough 
parents who want to send their children, even at the ratepayers’ 
expense. At the other extreme, Middlesex, which has a large 
proportion of middle-class residents, has streams of applications 
to deal with—to the tune of some 60 a month. 


* 


What is the effect upon the schools ? On the whole the 
scheme is going well, although slowly. Those schools that are 
working it are not finding any outstanding difficulties. Indeed 
the very ease with which the new boys and girls are being 
assimilated can be taken in one sense as a reflection on the basis 
of the whole arrangement. Because boarding schools are not 
yet popular among working-class parents and it is the middle- 
class parent who hankers for them, it is inevitable, even with 


NOTES OF 


The Unions Against Profits 


A deputation from the General Council of the Trades Union 
Congress was to see Sir Stafford Cripps on Thursday. Their 
purpose, as well advertised in the Press, was to complain that he 
has been far too lenient in his attempts to stop the rise in personal 
incomes. It is not, of course, their own personal incomes that 
they are thinking about—on wages, they have not gone beyond 
their very gingerly and much qualified statement of a few weeks 
ago that there was something to be said for a policy of discourag- 
ing applications for increases in wages. Indeed, if they are now 
minded to depart from this position at all, it is to retreat from 
it. They have heard from their constituents, and their constituents 
ask, in substance, what trade unions are for, if not to press for 
as much wages as they can get. When the TUC complain that 
the Chancellor has not been nearly severe enough in controlling 
profits, it is doubtful whether they really want him to be more 
severe. They are rather in search of a good excuse for with- 
drawing from their own part of the bargain. 

It is part of a politician’s job to pay attention even to the most 
unmitigated nonsense, when it is put forward by influential 
persons, however insincere they may be. No doubt Sir Stafford 
listened gravely. But, being a man of great intellectual honesty, 
he must have wanted to tell the trade unionists what nonsense 
their propositions are. It is not true that any but a small part 
of the inflationary pressure originates in profits. It is not true 
that incomes derived from profits are any larger than before the 
war, if allowance is made for changes in prices and taxation. It 
is not true that profits are doing any harm to wages. Perhaps the 
Chancellor might have referred his callers to the speech made 
at the annual general meeting of A. Reyrolle and Company, Ltd., 
by the chairman of the company, Mr George Wansbrough. 
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the means test which all local authorities impose, that q 
children whose education is now being. assisted should come 
from much the same homes as those who are unassisted. There 
is certainly a proportion of childten from working-class home; 
but in a larger number of cases the effect of the duce 
Act is working out as a means of indirectly subsidising 
middle-class family. - 
The curricula of the boarding schools are another factor 
which weights the choice against the working-class bey. Inq 
large number of boys’ Public Schools both Latin and Frene 
are pre-requisites of entrance. Naturally enough the schools 
cannot alter their syllabuses to suit a minority of children who 
have learned no Latin or French previously. Therefore the 
choice is limited to those who have been to a secondar 
grammar school. The difficulty is so great that some big Publ 
Schools have been considering offering to take the boys at the 


age of r1—those that do not have a junior house opening one’ 


for the purpose. But until the local authorities are readier than 
they are now to pay the fees at “ preparatory ” schools of this 
kind, this will not overcome the difficulty. There is an obvious 
need for boarding schools of the modern secondary school type, 
but until the local authorities can acquire their own schools the 
prospects for this type of child must remain poor. e 

It is still far too early to expect big results from the scheme, 
Many of the smaller authorities are waiting to watch the 
experience of their larger neighbours, And the schools. age 
moving cautiously, few of them having so far offered more than 
five places a year. Unless they fall into financial difficulties they 
are likely to continue to act conservatively, for the pressure from 
the ordinary waiting list is severe. And even if they do get 
into financial straits, it is doubtful how far the local authorities 
will be willing to fill the gap. The cost of boarding as compared 
to day-school education is too large to permit more than a small 
proportion of children to go to boarding schools. And pre- 
sumably when building restrictions are relaxed the larger 
authorities will start building schools of their own. Until then 
—and indeed even then—boarding schools must be for the few. 
Meanwhile the middle-class parent must take what comfort he 
can from the present small alleviation to his lot. 


THE WEEK 


Mr Wansbrough showed that from 1938 to 1947 the average 
stockholder of the company suffered a loss of a quarter of his net 
income, while the average wage-carning employee more than 
doubied his net income, in addition to having his hours reduced. 
We certainly do not consider our level of profits calls for any 
apology ; if they were greater than they have been, the benefit, not 
only to our stockholders and to our staff and employees, but also 
to the community at large would be the greater. There is no 
question that for a given price of a product of given quality, that 
firm which makes the best profit has best served the national 
interest. "The days have gone when profits were made by under- 
paying labour, and, particularly in these days of shortage of man- 
power and materials, the firm which at given prices makes the best 
profit is obviously doing so by making the most economical use ¢f 
manpower and materials. 
There is nothing very remarkable in finding these sentiments in 
a chairman’s speech. But Mr Wansbrough was once a Labour 
candidate for Parliament and he was nominated to the Court 
the Bank of England by the present Government. Will the sade 
unions accept the truth from their friends ? Or will they persist 
in regarding as their friends only those who pander to their own 
delusions ? If so, then, in Mr Wansbrough’s words, the storm 
will come and “the man who at the end has no more than a Wet 
shirt to complain of can count himself luc«y.” : 


* * * 
Shifting Targets 


Tuesday’s debate in the House of Commons on the revised 
export which were given in a business note last 


week 
—hardly provided a very encouraging picture of the planning of 
Nor was the impression ligh 


the country’s foreign trade. 
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by the subsequent disclosure ‘in the tr 
balance 


returns of a> 


f 


adverse rece ie of; £5r million, in spite 
of the highest. total of exports on record: except for July; aan 


The President of the Board of Trade added little of su 
his statement at the press conference last week, when he explain 
that the revision of the September targets was mainly due to the 
shortage of steel, That such’ a miscalculation ‘of available 
resources was possible certainly does not increase the confidence of 
the public in the value of target figures, but in the circumstances 
the decision to cut down exports in order to avoid cutting the 
home demand for agricultural and textile machinery was probably 


| 


t. 

Unfortunately the resultant increase in the textile targets, the 
size of which had already given rise to some of scepticism 
as to their fulfilment, does nothing to increase their credibility, 
andthe envisaged increase of cotton exports .to Canada—to say 
nothing of woollen, textiles—in spite of the favourable circum- 
stances created by the Canadian shortage of dollars, appears on the 
face of it to contain a large element of wishful thinking. Mr Hollis 
drew attention to the fact that the actual level of textile exports 
to-day falls very far short even of the September estimate. It is 
also worth noting that in March exports of textiles as a whole 
were rather lower than those of the two previous months. 

Nor did the estimates of the balance of trade made in the 
Economic Survey escape criticism. Mr Lennox-Boyd had no 
difficulty in showing that the adverse visible balance for the 
past quarter already exceeds the estimate for the first half year, 
and he pointed out that of the first half-year’s estimated drain on 
reserves of £222 million, {150 million had already gone. The 
country is still living above its means on a scale even greater than 
that anticipated in the “Black” Paper. This point was most 
forcibly expressed by Lord Brand in the House of Lords on 
Wednesday, when _ he said that it must astonish the world that 
we should borrow so hugely and at the same time work shorter 
hours, at the expense of other people. Generous as it is, the 
allocation of Marshall aid even at the rate of £330 million a year 
will not fill the gap. Unless much more drastic steps are taken 
to adjust the balance of payments the drain on our reserves will 
continue at an intolerable rate to the point below which they can 
not be allowed to fall further. And then what? It is high time 
that the Government and the Labour Party faced the implications 
of this hard fact. 

® * * 


Labour Party Discipline 


The now famous telegram to Signor Nenni, signed by forty- 
four (it was really only thirty-seven) Labour MPs, seems likely 
to provide just that handy test required by Transport House for 
the detection of “cryptos.” That such a test was needed has 
grown increasingly obvious ; there is not very much point in re- 
fusing to collaborate, as a party, with proclaimed and overt 
Communists, if one is simultaneously to cover with the mantle 
of Labour respectability, and finance in their electoral campaigns, 
individuals who are completely indistinguishable from Com- 
munists in their attitude both to home and to foreign affairs. But 
there are degrees in these things. Messrs. Platts-Mills and Zilliacus 
may be clear cases—clear, that is to say, apart from the murky 
mystery involved in their abstention from actual enrolment in the 
Communist Party. But from these ruddy extremes the spectrum 
shades off by almost imperceptible stages, and the blatant 
“crypto” can hide behind the comparatively blameless coat-tails 
of a Chancellor who was once expelled from the party for United 


Front. unorthodoxy, and a- Prime: Minister who was once photo- 
graphed giving the clenched fist salute: Now, the disciplinarians 
who have been ready enough to crack the whip im: other: less 
fundamental matters—have been given a clear-cut criterion 3 and 
it. will be odd ifsthey do not»make use of vit: + els graded 

They ought, of course, to do so, for the benefit of the Labour 
Party, the nation, and the cause of democracy, whether labelled 
“social” or not. One can fervently condemn item after item in 
the Labour Party’s programme ; one can. be exasperated by its 
impenetrable woolliness of mind ; one can question the positions 
occupied in its scale of values by liberty and individuality, on the 
one hand, and the five-day working week (for male rrade unionists) 
on the other. But these disagreements do not’ preclude the co- 
operation and the respect due to fellow-democrats, fellow-patriots, 
fellow-inheritors of the great Western tradition of human rights. 
For Communism there can be no such respect and no such’ co 
operation, Those who, supporting and encouraging Communism 
and its satellite groups, demonstrate that they have rejected that 
democratic inheritance, have no place in the Labour Party. That 
they discredit that party at home may be, in some eyes, unim- 
portant, but that they should discredit not only it, but the Govern- 
ment whose majority it provides, in the eyes of a world hungry 
for democratic leadership, is another matter altogether. 


x * * 


Lull in the Cold War ? 


With Marshall Aid on the way, the Permanent Organ of the 
Brussels Powers meeting for the first time today and the Com- 
munists defeated in Italy, there will be a temptation in the West 
to sit back and say that there is a lull in the cold war. It would be 
more accurate to say that there is a pause to take breath; and it 
is important that it should be what Germans like to call a 
* creative pause.” Many negotiations are under way which might 
fall into a very leisurely rhythm if the participants assumed that 
the spurt made by the West in the last three months need not 
be maintained. 

For all that has really happened is that Russian diplomacy 
and the Cominform offensive have suffered their first serious 
check beyond the iron curtain. In Greece there is still a dangerous 
and painful inflammation ; in Germany as a whole—to say nothing 
of Berlin in particular—there lie ahead periods of anxiety, dis~ 
appointment and confusion. Policies with far-reaching con- 
sequences are being put into action on both sides of the Elbe, 
and it has to be assumed that the next months will produce in 
the Western zone a right-wing political and economic pattern, in 
the east a left-wing one, with two governments claiming the 
allegiance of the German people. The background of these future 
events is described in a report from Germany of which the first 
part appears on page 674 of this issue. 

In the West, generally, there is a feeling that the problem of 
security is still far from solution. A promising beginning has 
been made with the formation of a Permanent Military Committee 
of the Brussels Powers in London, and a number of demonstra- 
tions at sea and in the air are being arranged, apparently to show 
that the Brussels Treaty is not as toothless as some believe. But 
the crucial question—the military relationship between the five 
western governments and Amefica—remains unanswered. It is 
improbable that Washington will even try to offer publicly any 
formal guarantee of their security, and other ways have to be 
found of underwriting their plans, Americans should remember 
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that statements to press conferences, even public speeches, make 
little impression on the mass of continental people, who are still 
mostly nervous, irresolute and vulnerable to defeatist, even pacifist 
arguments. Much careful and solid work remains to be done 
before the war scare can be allayed, and before the full energy 
and confidence of the West are applied to the work of economic 
recovery. 


* * * 
Down to Work at The Hague 


The Organisation for European Economic Co-operation 
(hitherto known as the “continuing organisation”) has wasted 
little time in getting down to work. The Executive Committee, 
in which the main power and authority are vested, and of which 
the British representative, Sir Edmund Hall-Patch, is chairman, 
met for the first time last Saturday, the day after OEEC was set 
up. The first task of the committee is to revise and agree the 
programmes of imports from the Western Hemisphere and of 
aid required from the Economic Co-operation Administration. 
The situation has changed considerably since the first version of 
those programmes was drawn up in Paris last September. Certain 
needs have changed. 

The pressure on the balance of payments of certain countries 
such as France has increased far more than was then 
foreseen. Availabilities in the United States have also 
changed. It seems more than ever unrealistic now to hope for 
substantial imports of American steel. On balance, dollar prices 
have risen, and this introduces another and important element in 
the revision of import programmes. Finally, there is now 4a 
definite framework within which the programmes must be made 
to fit, namely, the $5,300 million appropriation to cover the whole 
of the Economic Co-operation programme for the next twelve 
months. In revising its programmes the Executive Committee of 
OEEC will have at its disposal the tentative but very detailed 
breakdown of aid which was submitted to the Appropriations 
Committee of the House of Representatives in Washington this 
week (and which is referred to in a Note on page 682). 

No less important than the work of the OEEC will be that 
of the financial experts of the five signatories of the Treaty of 
Brussels, who are now at The Hague to prepare the way for their 
Finance Ministers, who will meet in Brussels towards the end 
of next week. Their main task will be to unravel the knots into 
which the trade and payments of the five countries have recently 
become tangled. The tangles are due mainly to the chronic ten- 
dency for Belgium to over-export to its European neighbours and 
the equally chronic tendency for France to do the reverse. The 
position can only be cured by more production and more exports 
from France and Britain. But the experts are expected to do 
some conjuring tricks which may allow trade to continue flowing 
while the more basic difficulties are being tackled. There is talk 
of a monetary fund for Europe, of a new intra-European com- 
pensation scheme assisted by some free dollars, of a joint guar- 
antee fund by which the five will underwrite their mutual claims. 
Something will no doubt emerge from all this ; but it will be well 
not to rate it too high, to appreciate that it will be no more than 
a conjuring trick, and to remember that the rabbit which will be 
brought out of the hat will have to be provided by somebody. 


; * + » 
All Set for Scarborough 


The revised agenda for the Labour Party conference at 
Scarborough has brought few significant changes in the provisional 
programme issued some weeks ago. The main amendments to 
the original resolutions concern Communist activities—this is 
natural, as the resolutions were framed long before the Czech 
crisis and the sharpening of the East-West conflict. Whatever the 
party Executive and the Parliamentary Labour Party may decide 
to do about the “ fellow-travellers,” it is clear that the delegates 
to the conference will be highly vocal, although the issue will 
never be in doubt. Some local parties, it is true, deplore the 
witch-hunt and express concern, mainly on liberal grounds, at 
the civil service “ purge.” Others, on the other hand, call for even 
more vigorous defence measures, particularly within the trade 
union movement. 

An interesting debate can be expected to arise on the resolution 
from Eddisbury, calling on the Government to “act upon” 
conference decisions. This is substantially the same as an earlier 
resolution from East Lewisham, which was withdrawn sat) Mr 
Morrtison’s request. But while the minds of Mr Morrison and 
other Labour leaders may already be made up, the conference 
can easily be swung by a persuasive speaker, and pressure from 
the delegates might cause the Government temporary embarrass- 
ment. It will also be interesting to see how the left-wing 


members, such as Mr Foot, Mr Mikardo and) Mr 
fare in the elections for the National © Executive, 
conference will almost certainly place beyond the pale 
who co-operates with Communists, but there is a large 
of support for the genuine “untainted” Left, to judge from the 
large number of resolutions calling for a more socialist approge 
to home and foreign politics. It will be revealing also to see ¥ 
measure of support for Mr Dalton, who is being widely tippeg 
in the lobbies as about to make his come-back. a 
The most important debate, from the national point of yj 


however, will be on the control of wages, prices and profits, which 


is the subject of an immense number of resolutions. These were 
framed before the Budget, but it is unlikely that Sir Stafford 
Cripps’s statements on profits, which is widely regarded as showing 
undue sensibility for the FBI, will be favourably received. Much 
will depend on the outcome of this week’s discussions between 
the Chancellor and the TUC. If the big unions are still nop 
satisfied, and decide to throw their weight behind the constituency 
parties’ protests, the White Paper on Personal Incomes may 
indeed become a dead letter. : 


x x x 


Poll on Emigration 


The grass is notoriously always greener on the other side 
of the fence ; and few people have not, at one time or another, 
wished either positively to shift their ground to those greener 
pastures or, negatively, to Get Away From It All—whether “it” 
be a queue in the London drizzle, a starved farm in Southern 
Europe, or even (dare one suggest it ?) Main Street, Hicksville, 
Hicks County. The wish may result from a solid and rational 
weighing of advantages ; but it may equally spring from irrational 
exasperation and romantic ignorance. For this reason it is doubt- 
ful whether much importance should be attached to the deci 
sensational results of the public opinion poll survey, "ea 
conducted in nine countries, which showed 42 per cent of th 
adult British public (58 per cent of those between 21 and 29) and 
an average of over 25 per cent of the adult public elsewhere, as 
wanting to emigrate. How many of these, one wonders, wold 
in fact accept the offer of a magic carpet to South Africa, and 
of those, how many would want to stay? Even the statistics of 
inquiries at Dominion immigration offices mean, indeed, com- 
paratively little. Plenty of people enjoy pipe-dreaming over @ 
leaflet who would not think of selling up their home. More 
significance might be attached to the fact that the British pro 
portion was higher than that of any other country ; but this is at 
least as likely to result from the long British tradition of over- 
seas settlement as from any greater sharpness of British discontent 
Even the striking increase since the similar poll, which, taken im- 
mediately after the end of the war, gave a total of only 19 per 
cent of would-be emigrants, can easily be accounted for by 
simple psychological factors ; in 1945 most people had had quite 
enough of being uprooted from their homes and asked nothing 
better than to settle down, 

Altogether this inquiry, though entertaining enough, is not 
one of those in which the Gallup technique shines. That tech- 
nique can extract significant and reliable information on topics 
concerning which people have genuinely thought and formed 
opinions, as is demonstrated by its record in electoral forecasting. 
It can also give a solid statistical content to generalisations such 
as that “the public is reading more.” It fails when, as in this 
instance, the replies elicited are as likely to originate in momen- 
tary fantasy as in solid opinion. 


* * * 


The BMA Replies 


Now that the forms for the new plebiscite of doctors have been 
sent out, the attitude of the British Medical Association’s leaders 
towards the national health service is seen to be less intransigent 
than was feared from the reports of a week-end speech by Dr 
Guy Dain, chairman of its council. Accompanying the form is 
a statement of what has happened since the last plebiscite was 
held, including a full report of Mz Bevan’s conciliatory statement 
in the House of Commons on April 7th and his replies to the 
questions subsequently put to him by the British Medical Asso- 
ciation. The views of its council are given very briefly. It pomts 
out that the profession has succeeded on two of the main questions 
disputed with Mr Bevan. A whole-time salaried service will not 
be introduced without a new Act of Parliament, and the basic 


salary will not be universal. On the other hand, it has lost the | 


fight over the ownership of the goodwill of medical practices and 
the right of appeal. a0 
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The council then goes on to say. that in its. view, “while pro- 

s has been made... . the freedoms of the profession are not 
sufficiently safeguarded.” But it refrains from appealing to 
doctors to vote against the health service. Instead it urges them 
to study the facts, make up their own minds and then vote. This 
restraint is greatly to be welcomed. But it is impossible to say 
which way the plebiscite will go. Undoubtedly, the profession 
has won a big victory, for Mr Bevan does not easily climb down 
to the extent that he has done. And many doctors will be content 
with what they have won. Others will feel so confident that they 
will want to stand firm’ until they have obtained all their demands. 
It may be too much to hope that the large majority against the 
health service shown by the last plebiscite can now be converted 
into a majority for it.. But if this time the doctors refuse to co- 
operate they will meet with far less sympathy. .The public 
recognises that Mr Bevan made a big gesture, and it will expect 
it to be reciprocated. 


* * * 


Bungling in Berlin 


General Alexandrov can hardly refute, even if he rejects, the 
findings of the British Court of Inquiry into the Gatow air 
disaster. The inquiry proved beyond reasonable doubt that the 
Russian fighter pilot was to blame, and a normal general in normal 
circumstances would now retire with what grace he could muster 
and leave his Government to make amends for an act of tragic 
recklessness. 

The evidence before the Court included statements by British, 
American and German eye-witnesses, meteorological data, and 
technical evidence collected from the wreckage of the Viking and 
the Yak. The Court was able to reconstruct with a high degree 
of accuracy the path followed by both aircraft; it was also able 
to establish that the presence of the Viking was known to the 
Russian authorities in the Berlin Air Control Centre while that 
of the Yak was not. There was no evidence to show that the 
collision was anything but an accident. It was caused by the 
antics of a pilot who disregarded not only the accepted rules of 
fying but also the quadripartite rules governing air traffic over 

lin. 

The cause of the accident has been established: the other out- 
standing question—whether the “ frolicking” by Russian aircraft 
was part of the deliberate policy to interrupt communications with 
Berlin—has also been partially answered. The evidence showing 
that the Russian officer on duty at the Berlin Air Control Centre 
was ignorant of the presence of the Yak makes it unlikely that 
orders had been issued to carry out aerobatics in the vicinity of 
Gatow, provided that the possibility of the Russian controller’s 
being kept in ignorance is ruled out altogether. The episode is 
best recorded as an example of dangerous and discourteous 
bungling by the Russians in what should have been a straight- 


forward matter, 
* 


Some bungling of a different but none the less dangerous 
character was admitted by Mr McNeil in the House of Commons 
on Monday. Determined inquiries ordered by Mr Bevin had 
brought to light the German whe composed Protocol “M,” a 
Communist plan for strikes and political resistance in the Ruhr, 
which was swallowed very nearly whole three months ago by 
the Foreign Office and the European press. The author must 
have been painstaking and hopeful of reward, for the forgery was 
done well, but not quite well enough. Scepticism about it was 
declared in The Economist of January 24th. Mr McNeil’s admis- 
sion was made with rather bad grace. 3831 

Further inquiries would doubtless reveal other contributions 
which Germans are making to the East-West dissensions—in 
political warfare, in intelligence activities and in para-military 
roles. In the Russian zone no bones are made about them ; in 
the British zone they should as a matter of principle be kept 
severely in check, Such German collaboration in the long run 
only benefits German nationalists ; and a closer watch should be 
kept on those organisations which, in the name of security, are 
allowed a free hand in their treatment and use of Germans. 


* * * 


Joint Forces for Palestine ? 


The atmosphere of unreality in which the General Assembly 
has been re-discussing Palestine was deepened this week, when 
Mr Warren Austin said the United States would take its share 
of responsibility for enforcing trusteeship only if other Powers 
took theirs. It is certain that no government will offer forces 
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to police Palestine unless the Americans do, and it is: by no means 
certain that any will do so even then. So, unless Mr Austin can 
give some more positive lead, there is little chance of the American 
trusteeship proposals being adopted. ee 

Tf, on the other hand, America does come down to brass tacks, 
and if other Powers can be found to put their names to the 
undertaking to enforce the decision of Uno, they will certainly 
once more look to Britain to tide over the gap between May 15th 
and the earliest date on which the new international police force 
could go into action, It seems unlikely that the British Govern- 
ment and people would even then be in the mood to delay their 
withdrawal ; but they must face the fact that they would be under 
a new moral pressure to do so. Naturally this point would not 
be reached until after the adoption of a trusteeship scheme, 
since any relenting by Britain before then would merely encourage 
the Assembly once again to evade the real issues of enforcement. 

However much. they might want to help to seek a new solution, 
the British are bound to be sceptical of the whole idea of an 
international force. They have their own. experience, in the 
impossible conditions of Palestine, of the tension that may arise 
between different parts of the administrative apparatus even when 
the whole is British. It took years, for instance, to achieve real 
co-operation between military and civilian officers at all levels 
and some harmony between Government and Army. intelligence. 
But intelligence is vital to security, and it may be imagined what 
chaos would arise with each national component of an_inter- 
national force compiling its own intelligence reports. And how 
could they do otherwise ? New to Palestine, new to one another, 
they would be at the mercy of the first plausible intriguer. This 
is only one of the many practical problems which an international 
force would have to solve. No doubt its members might settle 
down in time, but no time would be allowed them. In the confu- 
sion they might well be doing more harm than good, 


* * * 
Forgotten at Geneva 


Where will the Economic Commission for Europe (ECE) fit 
into the elaborate mechanism of the new western organisation ? 
ECE was established by Uno last year as a sub-commission of the 
Economic and Social Council, arid has delved into a wide range 
of European economic problems—coal, timber, steel, fertilisers, 
electric power, transport. In nearly all these fields the Com- 
mission has worthy achievements to its credit. It has allocated 
co-operatively the exportable surpluses of such scarce raw 
materials as coal and timber. By reallocating supplies of coke 
and coal it has increased the European output of nitrogenous 
fertilisers, and at the same time has helped to raise 
steel production by over a million tons for the current year. 

ECE has three contributions to make toward European recovery 
over and above what the Marshall group alone can provide. First, 
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unlike any other economic body in Europe, it is the one meeting- 
place where East and West can deal with their common problems 
of production and trade. Secondly, politics have been pushed into 
the background, with the result that technicians are enco 

to tackle European problems primarily as specialists, Thirdly, the 
Commission has had over six months’ experience in developing 
the kind of international economic schemes which the Americans 
expect in return for financial aid. 

These are valuable assets. It would be rash to sacrifice them, 
through jealousy, distrust or indifference, for the newly-born 
Western group in Paris, which will need all the expert assistance 
that can be mustered. 


* x * 


What the East Might Offer 


Admittedly, the decision of Russia and the satellites not to 
participate in the Marshall Plan was the result of their own 
ideological wilfulness. But this does not justify abandonment 
by the West of any workable piece of apparatus for treating the 
European economy as a whole. In fact, it is to the West’s own 
self-interest to strengthen these links wherever possible. For as 
the Committee of Sixteen acknowledged in Paris last year, their 
food and raw material requirements can be met in full only if 
there is economic co-operation with the East. Polish coal and 
Eastern food and timber are vital to their recovery. 

The recent recommendation by the ECE Timber Committee 
is an excellent illustration of the linking of East and West to the 
profit of both. The Committee has transmitted to the International 
Bank a joint proposal from Austria, Czechoslovakia, Poland and 
Jugoslavia suggesting that in return for a loan of $15 million to 
buy industrial equipment they would guarantee to increase timber 
exports to the West by $50 million in 1948. With the same initial 
investment their timber exports would reach $80 million in the 
following year. 

There is no good reason why either the Western or Eastern 
bloc plans for co-operation among themselves should exclude such 
attempts to re-form some of Europe’s prewar trade patterns. 


More Gerontology 


There appears to be no end to the investigations into old age 
and its place in society. Fortunately, however, they do not 
merely reflect a morbid preoccupation of an ageing community 
but arise from its natural anxiety about how it can support its 
increasing numbers of old people. Thus, a report* of the Liberal 
Party Executive regards the contribution that old people can 
make to the nation at least as important at the nation’s obliga- 
tion to care for them. As a result, it gives considerable attention 
to the need for people to remain at work after they reach pension- 
able age. There is, it says, a widespread view that the higher 
pensions introduced in October, 1946, are causing old people to 
give up work earlier than they would otherwise have done. When 
the new pension scheme comes fully into force in July there will 
be an incentive for people to postpone retirement in the shape 
of an extra shilling on their pension for every six months that 
they continue to work between the ages of 65 and 70 for men and 
of 60 and 65 for women. The Liberal Party’s committee, how- 
ever, like the Rowntree Committee before it, questions whether 


- this incentive is attractive enough and suggests a number of 


others instead. 

The need for pensionable people to remain at work, and the 
obstacles in the way of their doing so, deserve far more atten- 
tion than they have hitherto been given. Every Government 
declares that it has the welfare of old-age pensioners at heart, but 
none has yet shown any interest in this question, which is just 
as important as higher pensions. It is not as if the majority 
of old-age pensioners were incapable of work. A medical survey} 
of a sample of people of pensionable age in Wolverhampton, 
sponsored by the Nuffield Foundation and undertaken by a 
member of the Rowntree Committee, which surveyed the social 
and economic background of the same sample, classified only 
29.2 per cent of the sample as physically sub-normal. As many 
as 24.5 per cent were classed as normal-plus, that is, as “ remark- 
able for their general vigour and hardiness.” Moreover, 81.8 per 
cent of the sample were classed as fully normal mentally and 
only 3.8 per cent showed clear evidence of mental backwardness. 

But the chief interest in the Wolverhampton survey lies not 
so much in the medical support that it gives to those who want a 
longer working life for the community, as in the detailed descrip- 
Sisierarenedheacielecneetepnendaoncaateste setaue ticeabiiensanabinceduen omen iret bcs 
* The Age and the Nation. Liberal Publication Department. ; 

t The Social Medicine of Old Age. . Geoffrey Cumberlege. se 







tion of the ailments and disabilities of old age found 
sample—their liability to falls, the extent of rheumatic ¢ 
the numbers needing spectacles, dentures and hearing ai 
so on. Findings as these are clearly of importance 
planning of the health services, and one wonders why 

random samples of different sections of the community were ; 
undertaken with official support before the establishment of 4 
national health service was begun. They would. have been o 
great help in the planning of the hospital services in particular, 


* * * 


in 
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Can We Afford It? 


How important it is to have some hard facts and to do some 
hard thinking before a costly health service is introduced was w 
illustrated by an article in the British Medical Fournal 
March 13th. Dr. Ffrangcon Roberts there gave some most 
significant, and frightening, figures of the fise in the cost of hos- 
pital treatment in recent years, At Addenbrooke’s Hospital, Cam. 
bridge, the cost per in-patient has risen from just over {3 
a week in 1941 to nearly £7 in 1946; the cost per out 
patient has risen from less than 2s. per attendance to over 
4s. in the same period. This rise, he points out, which 
is paralleled throughout the country, is partly due to the rise in 
wages and in the cost of equipment, but mainly to the increas 
in the amount of work done for each patient. Since 1927 the total 
pathological examinations have increased thirty-three times and 
the blood counts fifty times. This increase in work is reflected in 
the increase in staff—doctors, nurses and a host of auxiliaries and 
technicians. Moreover, the public, he states, is becoming increas- 
ingly prone to want hospital treatment. The previous ingrain 
fear of hospitals is being replaced by an idea that hospital trea. 
ment is exciting and interesting. And the more we improve the 
amenities of hospitals, and raise the standard of food and comfort 
—often above that of people’s own homes—the more will 
tendency grow. Re 

Can we afford all this ? asks Dr Roberts ; and he shows that 
it is no answer to say we cannot afford not to have it. There # 
no proof that the vast increase in the cost—in manpower = 
equipment—of the health services is justifying itself in a reductio 
in the hours of labour lost through minor illness. Now that # 
state is to bear the cost, will it not, sooner or later, have to ca 
a halt, to impose a limit ? And when it does so, who will suffer 
most ? i 

Mr Bevan has recently been criticised for his circular dis- 
couraging local authorities from setting up health centres in_vitw 
of the need to cut capital expenditure. He is quite right. There 
may well be a case for a few experiments in health centres 
determine just what types are wanted in particular localities. But, 
at the moment, a general establishment of health centres, each 
with its complement of technicians, secretaries, clerks, nurses, 
almoners—and, probably, statisticians—would involve another 
large addition to the cost of the health services. It might be 
justifiable. But before the community assumes the burden, 
someone ought to produce the justification. 


* * x 


Uno Proposals for Kashmir 


The Security Council has now made proposals to India and 
Pakistan for the settlement of the dispute over Kashmir which 
was referred to Uno. The basic idea is that the question whether 
Kashmir should join India or Pakistan should be decided by @ 
popular plebiscite and the details of the proposal concern the 
preparations required in order that a fair plebiscite may be taken. 
The plan involves four conditions: first that Moslem invaders 
—Pathan tribesmen or Pakistan subjects—be withdrawn from 
Kashmir ; second, that Indian troops be reduced to a minimum 
force, to be kept away from the main centres of population ; thi 
that the present Kashmir Government, headed by Sheikh 
Abdullah, the pro-Congress Moslem, should be broadened to 
include other groups—in effect the pro-Pakistan Moslems ; 
fourthly, that an administrator appointed by Uno to supervise the 
plebiscite should have for that purpose temporary control over the 
police and state troops of Kashmir. 

_This scheme has been worked out after prolonged sadly om 
discussion by a committee of representatives of Britain, the : 
States, China, Canada, Belgium and Colombia, and is a sincere 
and serious attempt to provide for a free democratic decision if 

. It has had, however, a bad initial reception in India, 
and Pakistan is not altogether satisfied with it. Indian opinion 
holds that Uno has failed in its duty of judging who is to blame 
for what has happened in Kashmir, and is wrong in putting 
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istan mofally on an equal footing with India’ in its proposals 
age solution, Pakistan leaders, on the other hadi. are Gbecssed 
with the idea that the old Hindu Dogra ruling group in Kashmir 
will not fail to use the State troops and police to prevent any 
popular verdict in favour of accession to Pakistan, and are sceptical 
about Uno’s capacity to enforce fair conditions for a plebiscite. 
Much indeed depends on whether Uno’s prestige is sufficient to 
ensure real obedience of Kashmir forces to a Uno. administrator, 
even if India, Pakistan and the Maharaja all nominally agree to 
recognise his authority. Would he indeed be able to prevent 
communal massacres and fresh fighting after a plebiscite—for 
whichever side wins will tend to take drastic action to settle 
accounts with the losers? A partition with prearranged and 
orderly transfers of population—based on the lessons of the Pun- 
jab may still be the better way of clearing up the Kashmir tangle, 
and it is yet possible that India and Pakistan will be able to agree 
ona boundary before the heat of plebiscite campaigning is turned 
on, Curiously enough, the political struggle would be likely to 
cause greater tension than the present military operations, which 
have dwindled away into desultory skirmishing with each side 
holding good positions and no decision in sight. 


* x * 


No Uno for Hyderabad 


Uno is not concerned—so far at least—with the fate of 
Hyderabad. For the Indian Government this is no less of a 
problem than Kashmir, differing only in that it involves India in 
no direct quarrel] with Pakistan. Hyderabad is entirely sur- 
rounded by Indian territory and it is hard to see how it can in 
the long run avoid being absorbed into the Indian Union. A few 
months ago, indeed, it appeared that the process was quietly and 
peacefully going on without any crisis. But the opposition of 
the Moslem extremists in Hyderabad to any surrender of Hydera- 
bad’s independence has been recently growing in strength and 
has brought negotiations for an agreement with Delhi to a dead- 
lock. Fundamentally the question is a communal one, for the 
dynasty and a substantial minority of the population are Moslems, 
while the majority are Hindus. Hyderabad remains indeed an 
island of Moslem ascendancy in the middle of Hindu India— 
“Usmanistan”’ as some Moslems call it—and the more zealous 
adherents of Islam are not prepared to give up the keys to their 
stronghold without a fight. 

Either full democracy within the state or federal control from 
Delhi would destroy the Moslem character of the kingdom. The 
Nizam and his advisers, under Indian economic pressure (which 
can be very serious for their land-locked territory) might go far 


Books and 


What Do You Mean? 


“Plain Words.”’ A Guide to the Use of English. By Sir Ernest 
Gowers. HMSO. 94 pages. 2s, net. 


Tue Stationery Office must have enjoyed publishing this book, 
which criticises, so kindly but so firmly, the language of its 
masters. It. is great fun to read, with its study in contrasts— 
between, for instance, the language of the ten-year-old, who wrote 
that the cow has a head “ so that the mouth can be somewhere.’ 
and the language of the official, who would probably have written 
“in order to ensure that the mouth may be appropriately posi- 
tioned environmentally” ; between official speech, which would 
probably have said “’The position in regard to France is extremely 
serious,” and Winston Churchill’s actual words, “ The news from 
France is very bad.” 
These are imagi contrasts. But from the examples of 
real official writing given in the book it. is clear that Sir Ernest 
Gowers is not imagining the impossible, (“The fats. position 
will then be relieved” instead of “There will be more fats.”) 
Why does the official choose the pompous, the roundabout way 
of expressing himself? Sir Ernest puts up a good defence for 
him. He has go be cautious, and it is often politically dangerous 
for him to be precise, Moreover, official writing, for all its faults, 
is by no means inferior to “the lamentably low standard now 
Prevalent . ...” are 
Most officials write y correct English. Their style 
is untainted j of commercialese, the catchpenny 
ticks af de, leet eee cl Pralioas the alaae aovelion seteal- 





to mect Indian demands, but not so the Moslem party org 
and its armed followers known as Razakars. 


vn as Razakats. If it came to teal 
fighting, the Indian regular army could probably make short work 
of Hyderabad Moslem resistance, but the crisis might well ‘rouse 
Pakistan to take some action on behalf of..its co-religionists, 
bringing tension between ‘the two Dominions to a new high pitch. 


* * * 


Costa Rica’s Civil War 


The Costa Rican civil war has ended. Like the. recent riots 
in Colombia, it revealed the weakness of the outwardly imposing 
structure of a Pan-American co-operation based on ostensibly 
stable and democratic states. Few Latin American countries are 
either ; and some are predatory. The seizure by Nicaragua of 
strategic points on its frontier with Costa Rica, against which 
the State Department has protested, is the latest illustration of this. 

The internal struggle in Costa Rica provides another parallel 
to the Bogota riots, in that it also was exploited by the Com- 
munists. Doubtless they expected that their reward would be a 
greater share of power, but they miscalculated. The Govern- 
ment, which the Communists supported, has been forced to sur- 
render unconditionally to the opposition, the National Union. 
Senor Picado, the President, has resigned. Power has passed to 
a provisional regime under Senor Herrerra, who will ho!d office 
until May 8th, when Dr Ulate’s National Union will form a 
Government. Dr Ulate is not likely to be content with the 
position in the legislature that resulted from the recent elections 
since it would leave him in a minority to the combined total of 
the vanquished National Republicans and the Communists, . An 
authoritarian regime and fresh elections are, therefore, likely: 

At any rate, the new regime will be on good terms with most 
countries of Latin America, Venezuela and Guatemala gave at 
least a moral support to its members in the fighting which has 
just ended. Important elements in Peru, Chile and. other. states 
approved of the rebels’ aims. The defeated Government, however, 
had the active support—at a price now exacted in territorial acqui- 
sitions—of Nicaragua: a Nicaraguan General and many troops 
were killed in the fighting. It also found sympathy and perhaps 
arms in Dominica and Mexico, . But the fact—noted in an article 
on page 676, which gives the background to the civil war—that 
the United States favours the Ulate faction, is likely to prove 
decisive, For Washington, perturbed by events in Colombia to the 
south of the Panama Canal, is keenly alive to the necessity for 
a reliable and well-disposed regime in Costa Rica a hundred miles 
to the north of it. 


Publications 


ties of politicians, or the recondite abstractions of Greek or Latin 

origin in which men of science, philosophers and economists too, 

often wrap their thoughts. 

There should therefore be a wide market for this book outside 
the Government service for which. at the invitation of the 
Treasury, it was specially written. It should be a text-book for 
the sixth forms of schools. It should be the constant companion 
of journalists, from whom many of the worst atrocities of 
language find their way into general use. The rules it imposes 
are few. Say what you mean, urges Sir Ernest. But first you 
must go through the hard process of thinking exactly what it is 
you want to say. Then, having made up your mind what you 
want to say, choose the right words to say it. And here Sir 
Ernest lays down three rules based on the rules of Fowler and 
Quiller-Couch:—avoid the superfluous word; choose the 
familiar word ; and prefer the concrete word to the abstract. For 
example, say “consideration,” not “active consideration,” and 
leave out all those meaningless “comparativelys” and “ rela- 
tivelys.” Avoid all those overworked bottlenecks, targets, emer- 
gencies, involves, terminates, liquidates, issues, developments, 
overalls, globals, proportions ; there are hundreds like them given 
in this book, and the list is not complete—one wishes that Sit 
Ernest had attacked the all-too-prevalent “ balance.” Avoid all 
those abstract “ positions,” “natures” and “ characters.” 

In short, this is an instructive as well as an entertaining book. 
And if the reviewer points out one small slip of Sir Ernest’s on 
page 16—* about which you wrote me” ought surely to be “ about, 
which you wrote to me”—he will certainly be able to counter 
attack by pointing out a dozen mistakes of the reviewer’s. Is thed 
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relative clause in the first sentence a defining one or a commenting 
one ? Does it consequently need a comma before it or not? , Let 
us defiantly commit what Sir Ernest considers a grave sin—and 
leave it to the printer. 


The Mediterranean 


“ The Mediterranean.’’ By Andre Siegfried. Translated by 
Doris Hemming. Jonathan Cape. 10s. 6d. 


Tue Mediterranean is variously spoken of as a highway, a lake, 
an atmosphere, or a civilisation. And Mr Siegfried is right to 
start his book on the assumption that some of the chief political 
problems of the globe are still to be found on its shores. But is 
he so justified in regarding actual command of the Mediterranean 
as “a vital necessity to each of the belligerents ” in another world 
war? In the past the Mediterranean Sea has always been the 
heart or at least an artery of the known world. Now, not only 
are America dnd Russia succeeding Western Europe as more 
distant centres of power, but atom bombs may render the need 
to command the Mediterranean out of date. 

But whatever pleas Mr Siegfried may seem to have put forward 
to excuse his writing this book, both in his long preface and 
equally long introduction, the book itself reveals that he must 
have written it because he wanted to. This is at once its strength 
and weakness. Fot he has poured into it much fascinating m- 
formation about every conceivable aspect of the Mediterranean 
area—its geology, climate, flora, races, industries, agricultural 
methods, mineral resources, directions of trade, and even its most 
common diseases. His main fact-finding task, however, has been 
accomplished by other writers—as he is the first to indicate by 
means of constant references in footnotes, although he gives no 
listed bibliography. 

What Mr Siegfried has achieved is a book which, even in 
translation, reads as the work of an experienced, if elderly, writer. 
And for anyone interested in the people and lands bordering the 
Mediterranean his ubiquitous survey will provide pleasantly 
cultured reading. 


Colonial Administration 


“ Mining, Commerce and Finance in Nigeria.’' Second part of 
a Study of the Economics of a Tropical Dependency. 
Edited by Margery Perham. Faber and Faber. 35s. 


To appreciate the economic and political tensions of Nigeria is 
to understand the colonial problem. With its population of over 
22 million, its poverty, its dependence on a few export crops, 
its race animosities and growing anti-white prejudice, Nigeria 
bids fair to become Britain’s main imperial pre-occupation in the 
next ten years. After India and Palestine, perhaps Nigeria. 


From The Economist of 1848 


April 22, 1848. 


But what have we witnessed [in France] since the beginning 
of February ? It is now two months since the revolution 
was completed. The existing constitution was destroyed. 
The reigning family driven from the country. The chamber 
of representatives overturned, and their place occupied by 
the mob, and a provisional government of its choice, who 
have ever since ruled the whole thirty-seven millions of 
people in France by a despotism unknown in the worst times 
of a monarchy. There is scarcely an excess which a govern- 
ment could commit which has not been committed during 
that period, in the mame of liberty, equality, fraternity. The 
public treasury has been despoiled to pamper and maintain 
an idle train of supporters. Loans have been forced from 
the bank. ‘Taxes of the most unequal and oppressive kind 
have been imposed. Railway property and the daily receipts 
have been confiscated. A national army has been formed, 
the officers being sworn to protect the order of things as laid 
down by these few men—(who pretend to act only provision- 
ally until the voice of the country can be ascertained through 
a national assembly about to be elected)—against any decision 
to which such assembly may come of a different tendency. 
But while all this despotism, disorder, and ruin have been 
going forward, under the dictation of a small party in Paris, 
what in reality have the provinces done to avoid the inevitable 
ruim into which they have been plunged ? Literally nothing, 
thotgh two months have already passed. . . . Im speaking 
of the French as an “ unlearning” country, we did not allude 
to “ the kind of knowledge imparted to the young” in schools, 
but to that practical experience and reflection which teaches 
men what really constitutes good government and true liberty. 
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There is now a sizeable literature on the whys and w 
of Nigeria’s S which the book aad ee 
volume will find a useful place. But they all leave off a 
point where an original contribution is required. This is as 
of this book as of others. What is required now from wee 
on Nigeria is a convincing scheme for a smooth transition, or 
alternatively, a reasoned case to show that such a method is up. 
workable, and where and to what extent collectivist techniay 
should be applied. Far too much energy is spent these days 
attacking Nigeria’s ten-year development plan without 
anything better in its place. : 

These two volumes which Miss Perham has edited have 
collected together a praiseworthy mass of informative material, 
As a series of monographs they have great merit. Some reader 
however, may be discouraged by the sheer weight of detail and 
the absence of any noticeable theme. In addition, the second 
volume in particular loses much in clarity owing to the infuriating 
weakness of some of the writers for dressing up their descriptive 

ssages and arguments in unnecessary economic jargon. 
es the book a pedantic flavour. - bi 


Studies of Industry 


‘¢ Further Studies in Industrial Organisation.’’ 
P. Fogarty. Methuen. 15s, 

Tuis second collection of by-products of the Nuffield 

Social Reconstruction Survey enables Mr Fogarty to draw _atten- 
tion to some problems of industrial progress which are often ovey- 
looked. It is easy, as he points out, to direct public attention to 
basic industries hke iron and steel, or to industries (like cotton) 
which fall into chaos and disaster on a resounding scale—or at 
the other extreme to. those capitalists who run their affairs so well 
that they become labelled as “bloated.” These four studies 
include no major industry in the ordinary sense, though they do 
include one—fiour milling—which is highly mechanised amd 
efficient, has organised itself so thoroughly as to give rise # 
charges of monopoly practices, and altogether has given offence 
by “an almost too luxuriant prosperity.” But of the four indy 
tries studied here, flour-milling still comes off best ; the miller, 
through the Millers’ Mutual Association and their rationalisation 
scheme of the interwar years, served themselves well, but com 
pared with more conservative industries they did not serve the 
public ill. Indeed, Mr Fogarty comments, “a dose of the medicine 
administered to flour-milling would have done the fishing industry 
a world of good.” . 

For comparison, three conservative industries are examined in 
the same collection—white fish, granite and brewing. And within 
one of them, the white fish industry, the same point is repeated: 
only the Hull trawlers, using a technique of combination and fe 
equipment, succeeded in progressing when other fishing centres 
were losing the imitiative. The Aberdeen granite industry is 
presented as an example of the sleepy mediocrity which gives no 
offence, attracts no nationalising zeal, but contributes little or 
nothing to economic improvement. Built up around the Aberdeen- 
shire granite deposits, it was for a time a useful export industry; 
in the ’twenties and "thirties it let its exports go and settled down 
in modest comfort to the processing of largely imported stone. 
For this decline there are no really convincing excuses ; clearly, 
if the life force had been stronger, more could have been done, . 

Professor Hamilton’s study of the granite industry, like Dr 
Rankin’s study of the Edinburgh breweries, has not taken inquify 
far or provided enough information to justify any very clear com 
a ar, Studies in Industrial Organisation is a useltl 
collection, but by no means even in quality or thoroughness. 
technique of inquiry and of eecantarien can still usefully be 
improved, if inquiries of this sort are to play the important paft 
in economic progress which Mr Fogarty suggests. 


The Marshal’s View 


“Italy in the Second World War.” 
Translated by Muriel Currey. 234 pages. 12s, (6d. 
THE publishing of an English translation ‘of this book will do 
much to help people in Britain understand the Italian point 
view about the last five years. Marshal Pietro Badoglio, Chie 
of Sy lin gaceghevar hate oe resigned i ei 
in July, 
aa 


Edited by M., 


in 
1940. Then, when Fascism collapsed” 1943, it was he 
who—playing with skill and no little “iihersthdhng he traditional 
but invidious role of “ soldier-to-the-rescue | tog 
the remnants of his country and ‘them for nine ¢ 
months til! Rome was liberated. ner 
The book itself consists more of a series of short passages thas 
a continuous whole. Its a at " efsough, 
“ Memories and Documents ” ; the last fifty pages, in fact, supp 
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By Marshal Badoglio 
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most of the documents in the form of appendices. But there 


js a constant theme which runs throughout the book, the theme 
of Italy’s effort, first, to extricate herself ftom 4 lost war ‘which 
she should never have entered, then to “ work her passage ” with 
the Allies. The main interest of the book is Marshal Badoglio’s 
own account of the way in which both the terms and ‘application 
of the armistice developed, after as well as before the date 
(September 8, 1943) on which it was so hurriedly declared. He 
himself, he says, never accepted unconditional surrender. That 
was not what he bargained for. And he tells, sometimes a little 
bitterly, of how he repeatedly came up against a very different 
Allied interpretation from his own. 

Many events can only be properly assessed when at least 
thirty years have passed since they occurred. Italy’s move from 
German alliance to Allied co-belligerency is undoubtedly one 


Letters to 


Consumption Up or Down? 


Sir,—What follows is an inquiry and a challenge. The White 
Paper on National Income (Cmd. 7371) claims that total personal 
consumption in 1947 was slightly above the 1938 level, subject 
to reservations about the quality of output. This seems to clash 
with other figures provided in the same White Paper. 

The optimistic conclusion depends essentially on a postulated 
average increase of prices, which is taken to be 61 per cent, net 
of subsidies and indirect taxes (tables 21 and 22). We can calculate 
from information provided in the White Paper that costs of pro- 
duction (including profit) were up on the average by some 80 per 
cent. How is it possible that, costs being up by 80 per cent, the 
whole range of consumer goods and services, some three-quarters 
of the whole output (including direct work for the Government), 
could be offered at only 61 per cent, net of subsidy, above the 
old level ? 

It might be argued that this was due to an increase of efficiency. 
On this, however, we have a counter-check. We have a firm 
figure for the average of export prices, which was up 130 per cent. 
This covers a very wide range of articles, some of them identical 
with domestic consumer goods. This is a Board of Trade figure, 
which may be taken to be fully reliable. The discrepancy between 
a rise of 61 per cent in one large average and of 130 per cent 
in the other is too great to be accepted. 

Tt is true that the cost components of the exports have risen 
more than those of the wide range of goods and services included 
in the other average. I have made some very elaborate calcula- 
tions, on vatious assumptions, and the maximum spread between 
the two sets of costs which it is possible to assume would give 
fise to an increase of prices on the export side of under 100 per 
cent and on the home side of over 70 per cent. 

The fact that money wage rates and other money costs per 
unit in the export trades cannot have risen in as high a pro- 
portion as export prices indicates a decline in average efficiency. 
The calculations show a decline of 13 per cent, and this does 
not seem unlikely. But loss of efficiency cannot be confined to 
the export trades. If we make the charitable assumption that 
the efficiency of “ services ” has not fallen appreciably, the decline 
in efficiency in the whole range of domestic consumer goods and 
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of them. Even now the full facts are scarcely known about such 
episodes as the failure to defend Rome or the decision to declare 
the armisti¢e on September 8th instead of the 12th, It is in 
supplying part of the evidence on which historical judgments 
can be made that Marshal Badoglio’s book is of standing value. 


Shorter Notice 


“ The futernational Who’s Who.”’ 12th Edition, 1948. Europa 
Publications Limited, 39, Bedford Square, W.C.1, 1032 
pages. £4. 

THE twelfth edition of the International Who’s Who has now been 

issued, Like its predecessors, it is a comprehensive book of reference 

which will be of assistance to those needing biographical information 
about the illustrious and important. 


the kditor 


services may be put at 9 per cent. Assuming this loss of efficiency, 
and taking the rise in money costs of production which we know, 
and comparing them with the total amount of money spent on 
consumer goods and services, personal consumption must have 
declined by 12 per cent in total and consumption per head by 
some 16 per cent. 

The discrepancy with the White Paper is probably due to (1) 
prices actually paid being higher in many cases than those reported 
to the authorities and (2) to quality having declined. 

This is clearly a matter of great public moment. It is im- 
portant that the truth should be established.—I am, etc., 


Christ Church, Oxford R. F, Harrop 


Educating German Youth 


SiR,;—Today many difficulties are said to exist regarding the 
democratic education of young Germans at higher schools. There 
are not enough teachers, trained in democratic ideas and informed 
about up-to-date life in foreign countries, nor available good 
school books, especially books concerning history. World history 
would be very useful. 

In spite of all that, it is now undoubtedly necessary to give 
German youngsters a chance of overcoming the situation by action 
rather than theoiy, to give them more possibilities of free spiritual 
development. How is that to be done ? 

There are now so many foreign people living in Berlin.. Why 
do not the English especially send representatives—perhaps 
regularly—to the upper classes of German higher schools, Today 
more than ever before this would have great influence, and many 
German boys are eagerly expecting this. They want to hear 
more about how English people carry out things in their own 
way—from English persons themselves. Perhaps it might be of 
use to place a “lecturer ” or assistant in every secondary German 
school. Young English university students might volunteer to 
pass a year in a German school, living and working with the 
German youngsters. German youth would profit very much from 
this contact with England.—Yours faithfully, 


Berlin, NW 40, Lehrter Str. 18/19 Harry SCHOEFL 





This world- famed Sherry 
(formerly called Findlater’s 
Fine) could not be registered 
under that name and thereby 
protected from imitators. For 
the safeguarding therefore of our 
world-wide clientele we have 
renamed it—Findlater’s Dry 
Fly Sherry. 

FINDLATER MACKIE TODD & CO. LTD, 
Wine & Spirit Merchants to H.M. the King 


"New York: Greig, Lawrence & Hoyt, Led. 























ANNUITIES 


(Single lives : Last survivor : ‘‘ Capital-protected”: “‘ Capital- 
redemption” : Reversionary : Certain: Deferred, etc.) 
Circumstances have made annuities an attractive proposition to an 
increasingly large number of people, particularly now that the capital 


invested in them can be safeguarded against loss due to premature 
death. Very considerable loss (up to £1,000 and over in individual 
cases) has been and is being sustained by the public due to their entrusting 
the purchase of their annuities to inexperienced and unrepresentative 
part-time agents, The undersigned has specialised for many years in 
every kind of annuity issued by the various Life Offices (for all of which 


he acts impartially and in the sole interests of his clients), and is therefore 
ina position to advise on those giving the highest NET yield with 
te safety. 
Descriptive Brochure, without obligation, to bona-fide applicants 
H, A. OUTHWAITE, 


Assurance Broker, 
Phone: WES 3092 


Interviews by appointment only 





Box 712 
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Reversal on Japan ie 


(From an American Correspondent) 


HE State Department and the Army are preparing to 

abandon their hitherto stern policy for the economic dis- 
armament of Japan. Plans now taking form call for leaving the 
Japanese practically all of the industrial capacity with which 
they waged the war and for financial assistance to get it into 
full production again. Restoration of a “ self-supporting ” 
Japanese economy, it is revealed, has become a “ primary 
objective of the occupation.” 

A “ build-up ” for the vastly more lenient new attitude began 
on March 1st when the Army, discarding its policy of secretive- 
ness, made public a report compiled for it by a group of New 
York industrial engineers, Overseas Consultants, Inc., which 
took sharp exception to the amount of reparations removals 
that the American Government had advocated before the Far 
Eastern Commission. It received new impetus on April 6th 
with the return from Japan of a second group of industrialists, 
including Mr Hoffman, who has since been appointed head of 
the Economic Co-operation Administration. Speaking for the 
group, Mr Hoffman said it was now apparent that economic 
reparations, like the dollar reparations after World War I, were 
of little value to the recipient nations. Rather than carting off 
Japanese plants, therefore, he said the United States should 
start “spending for recovery” in Japan in order to avoid 
“spending and spending and spending for relief.” The case 
being made for the new policy is distinctly reminiscent of the 
softening of policy towards Germany a year or so ago. 

Japan has very little tillable land, it is argued, and_ therefore 
must import food to live. To buy food she must export the 
products of her abundant labour. By 1953 her population will 
be 30 per cent greater than in 1930-34, her non-farm popula- 
tion 60 per cent greater; therefore, she must have a much 
larger industrial capacity than she had before the war in order 
to sustain even a bare minimum standard of living. Production 
is the only solution to her problem ; if she does not produce 
the United States must go on supporting her indefinitely and 
that would be an intolerable burden on the taxpayer. 

There is a further resemblance to the transformation of 
policy towards Germany in the fact that the spearhead of the 
new policy is the Under-Secretary of the Army, Mr Draper. As 
a major general and economic deputy to General Clay in 
Germany, he is credited with having been a leading opponent 
of the early postwar American policy on German reparations. 
He has been plugging hard for a downward revision of Japanese 
reparations ever since he donned mufti and became Under- 
Secretary of the Army in 1947. 

These similarities, however, are no more striking than one 
great dissimilarity. Now it is argued that the Japanese have 
discarded their warlike ways, their ideals have been 
“ reoriented” under General MacArthur’s skilful leadership. 
In a statement for the press, the Hoffman group declared: 

We have been greatly impressed with the . . . progress made 
in developing representative government. . . . A thoroughly 








| “AMERICAN SURVEY ’’ is drawn trom. three 
sources. Articles described as ‘‘ From Our US Editorial . 
Staft’’ are the work of a small group of regular 
correspondents, resident in the United States, Articles 
with some such attribution as. ‘‘ From. an Industrial 
Correspondent *’ or ‘‘ From A Gorrespondent in Ohio ”’ 
are from outside contributors. . Everything printed 
without attribution is prepare 1 in London. 





democratic constitution has been adopted and an elected 
Diet . . . is actively functioning. . . . Moreover, said Mr, 
Hoffman, the Japanese people feel the war was a tragic 
mistake ... one of the gréatest misadventures of history, 
Consequently, they have “uprooted” . . . all military influence 


“Every Japanese,” said Mr Draper, who accompanied Mr 
Hoffman and his party on their two-week study in Japan, is 
“ co-operating with the occupation government.” 


Eight months after the end of the war Mr Pauley, the Presi 
dent’s personal representative on reparations, declared that 
Japan still had a “top-heavy industrial structure ”—one 
“ incapable of functioning efficiently except when geared either 
to making war or preparing for war.” Overseas Consultants 
take a different view. Japanese industry suffered greatly from 
bombing, they say ; Japan now has “few of the raw materials 
needed for war” because she has lost her empire. She has 
been deprived by her victors of “the ability to manufacture 
guns, tanks, warships, airplanes and munitions [and] she has no 
military organisation.” In their report they said: 

We realise that the first requirement for waging modern war 
fare is a strong industrial economy. Even the ability to produce 
more food increases a nation’s war-making potential. An im 
dustrialised Japan, therefore, unless carefully controlled, might 
become a stronz military power. In our opinion, however, 
strong industrial Japan would be less dangerous to the ea 
and prosperity of the Far East than a continuance of the presen 
state ot instability and economic maladjustment. . . [Chances 
for permanently reorienting Japanese ideals along peaceful 
lines] will be improved if the Japanese are permitted a reason 
able standard of living. 


In a policy paper laid before the Far Eastern Commission ia 
April, 1947, the United States proposed a level of industry for 
Japan which would provide her people with a standard of living 
roughly the equivalent of that they enjoyed in 1930-34, the 
period before her big campaign for conquest. Mr Draper and 
the others do not dispute the wisdom of this policy. They 
merely argue that a much higher level of industry than is con- 
templated by this policy paper will be necessary to provide the 
standard of living it aims at. 4 

The document of twelve months ago designated 21 categories 
of “war supporting” industries in which Japanese capacif} 
was to be reduced through reparations. These included 
merchant shipping and machine tools. Overseas. Consultants 
would leave all present pig iron, steel, machine tool and ball 
bearing capacity intact. Instead of 21 categories from which 
reparations would be allowed (exclusive of such “ primary wat 
facilities” as arsenals and airplane pl they proposed only 
five: nitric acid, synthetic rubber, Ciopettiigg inium and 
magnesium fabricating and magnesium reduction. To attain the 
1930-34 standard of living, they argued (and the Hoffman group 
concurred), Japan needs “more, rather*than le$s, productive 
capacity than she now has ” and “ at least-as las tonnage of 
merchant ships” as in 1937, when the w 
began. Not qnly would removal of pr 
“any chance of her becoming self s 
“hurt world production and thus world 
East, Mr Hoffman said, “ needs Japan ‘ 

Full agreement on the details and dey 
by the Hoffman group and Overseas} 
exist in the State Department. But it 








of the Department’s policy planning staff, Mr K 
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recently = a visit aero vo Japan, and other leading 
policy-makers agree wi principle o ‘making the Japanese 
« self-supporting.” Mr Draper announced ‘that his request to 
Congress for $150 million to finance a twelve-month economic 
recovery programme beginning July rst was concurred in by 
the State Department. 

“ Off the record,” military and diplomatic policy makers now 
say that Japan must become the fulcrum of American policy in 
the Far East. It had been hoped, they say, that China might 
emerge as the new “ workshop of Asia” but China is prostrate 
and the rest of Asia is weak. Political instability elsewhere 

ludes a “ redistribution ” of industrial power such as was 
envisaged at the end of the war to insure against a re-emergence 
of an aggressive Ja an ; moreover, moved elsewhere, Japanese 
machines most likely would lie idle and be consumed by rust. 
Communism thrives on. poverty and misery ; production. is 
needed to alleviate poverty and misery, ergo Japan must be 
revived as the “ workshop ” because only Japan has the capacity 
and the skill for production, 

In preparing this new policy, the planners recognize that it 
will be distasteful to other Asiatic powers who have a deep and 
abiding fear of a renascent Japan. In China and the Philippines, 
and to a lesser extent in Australia and the Netherlands East 
Indies, reparations are a highly emotional and explosive political 
subject. But fear of Russia is greater than the fear of ruffling 
the feelings of neighbours heavily dependent on the United 
States. 


Electoral Geography—l : 


Illinois 


[FROM A CORRESPONDENT IN CHICAGO] 


SEVEN months before election day all signs point to a sweeping 
Republican victory in Illinois this November. The Republicans 
should carry the State for their candidate for the Presidency. 
They should also win the governorship and elect their candidate 
for the Senate. It seems likely that out of 26 Congressional 
seats they will win all but six or seven. The factors behind this 
forecast of Republican success are these: 

1. The inevitable political mildew that affects the leadership 
of any political party that has been in office for 16 years. 

2. The public’s natural desire for a change after 16 years of 
national rule by one party. 3 

3. The lack, on the part of President Truman, of any trace 
of the political glamour for which President Roosevelt was 
noted. The most Mr Truman can achieve in a public address 
is a note of intense and straightforward seriousness. This may 
command respect. It does not command enthusiastic loyalty. 

4. The ineptness of American policy on Palestine. The votes 
of the majority will not be determined by the Palestine question ; 
but the votes of a strategic and compact minority will, and of 
course the Zionists will vote against what they regard as the Presi- 
dent’s double cross on Palestine. If President Truman successfully 
insists on being nominated, the cohesion of this Zionist vote will 
be almost complete. If President Truman should step aside in 
favour of another candidate, there would be some splintering 
of Illinois Zionist votes, but under almost any conceivable cir- 
cumstances, the Palestine fiasco will be costly to the Democrats, 
particularly in Cook County (Chicago) which casts more than 
half the State’s votes. : 
_ More important than any of the preceding four points (which 
in themselves might be enough to ensure a Republican victory 
in Illinois this November) is the presence of the Henry Wallace 
Progressive Party. Some. months ago a judicial election was 
held in Cook County. For many years it has been the custom 
of the Republican and’ Democratic parties to put up a joint list 
of judges in Cook County: Sensing that many voters were tired 
of this fusion practice, which’ gave the voter no real choice in 
Picking county judges, Mr Wallace’s supporters in Illinois 
recognised that the judicial election was a good place to launch 
anew party. . They placed a complete list of judicial candidates 
on the ballot. The list included numerous Communist fellow- 
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travellers as well as a top dressing of one or two very respectable 
men—one a law’professor of some standing from Northwestern 
University. Though ‘no Progressive candidate was elected; the 
highest man on the ticket received 320,000 votes. "The lowest 
man got'140,000: It is possible to d¥smiss the vote of the top 
Progressivé candidate as being of little significance because it 
included a large protest vote of citizens who will vote Demo- 
cratic or Republican this November, but who wanted to record 
their protest against the collusion of the party machines at the 
judicial election. The vote of the lowest candidate on the Pro- 
gressive list can hardly be thus dismissed. It represents the hard 
core of Communist, fellow-traveller and perennial dissident 
votes, a basic minimum on which Mr Wallace can count ‘in 
November. 

In 1944 Franklin Roosevelt carried Illinois by 142,000 votes. 
In view of the four basic points made at the beginning of. this 
discussion, no one thinks President Truman, or any unknown 
substitute Democratic candidate, can do better than President 
Roosevelt ; indeed, all evidence is that the Democratic candidate, 
even without Mr Wallace in the race, would do rather worse 
than Roosevelt in 1944. It is therefore very important that the 
hard core of Wallace votes in Cook County alone is almost as 
great as Roosevelt’s 1944 margin of victory. The votes that Mr 
Wallace will get will clearly come overwhelmingly from the 
Democratic party, since Henry Wallace represents extreme 
leftism, and there are no extreme leftists among the ranks of the 
Illinois Republicans. The consequence will be that the Demo- 
cratic vote will be split. The Republican vote will be united. 


* 


The Chicago returns, particularly in the two wards where the 
population is some 60,000 to the square mile (as contrasted. to 
an average of 15,000 for the city as a whole), will give some 
comparison of the effectiveness of Mr Truman’s effort to. attract 
the Negro vote by his Civil Rights programme, and of Mr 
Wallace’s frequent appeals to minorities. But it is more than 
likely that the greater part of the Negro vote will go Republican, 
partly because the Republican machine traditionally knows how 
to reach these voters, and partly because of the extra lure that 
the bandwagon has for a minority. 

The position of labour will also be a factor of importance, 
Officially, Illinois labour will support the Democratic nominee, 
whoever he may be. But the enthusiasm that brings working- 
men to the polls in great numbers is not likely to be present 
unless the Democrats can pull some now unknown and very 
commanding personality out of the hat. Some of the members 
of the Congress of Industrial Organisation’s extreme left wing 
unions will stray into the Wallace camp, despite the instructions 
of the CIO’s national leaders, There is one qualification that 
should be added. If the Republican party should nominate 
Senator Taft as its Presidential candidate, Illinois labour would 
turn out in force against him, The Illinois labour vote cannot 
be swung as a bloc in most instances, but the hatred of Senator 
Taft in labour circles, a hatred that is intensified every time the 
Taft-Hartley Act is mentioned, would unify the Ilinois labour 
vote and bring it out in large numbers to vote for anyone 
running against Mr Taft. 

This automatically raises the question of pre-convention 
manceuvring in both major parties. The Illinois Republican 
leadership is a distillate of the most extreme reaction and isola- 
tionism. Its leading light is Colonel Robert McCormick, 
publisher of the Chicago Tribune and often described as one 
of the most progressive minds of the 16th century. Its Sena- 
torial incumbent, Senator,“ Curly ” Brooks, who is up for re- 
election this November; yields’ little’ if-anything to Colonel 
McCormick in either reaction or isolationism. 

The Illinois Republican leadership (which was influential in 
financing the élaborate and entirely ‘unsuccessful MacArthur 
campaign in Wisconsin) would like, first of all; to have Senator 
Taft as the Republican Presidential nominee. Failing that, it 
would prefer General MacArthur, and as third choice it would 
like Representative Joe Martin, the Speaker of the House of 
Representatives. Failing any of these, it would accept. and 
support with only moderate enthusiasm a, ticket headed. by 
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Senator Vandenberg of Michigan. Colonel McCormick, in the 
event of a Vandenberg nomination, would probably find himself 
so completely frustrated by a choice between a Democrat and 
an internationalist Republican, that readers of the Tnbune 
would find the Presidential campaign reported with an objec- 
tivity and impartiality seldom found in the columns of the self- 
styled World’s Greatest Newspaper. 

The Democratic leadership in Illinois wants any candidate 
for President as long as his name is not Truman. _ Illinois 
Democrats say quite bluntly that they want to get rid of Mr 
Truman, not because they do not like him (on the whole they 
like him personally) but rather because he is a potitical liability 
and they feel that their candidates for the important state and 
county offices will get fewer votes if Mr Truman is running 
than if anybody else heads the Democratic ticket. 


* 


It is the tragedy of Illinois progressives (to use the word now 
in its real sense and not as a synonym for Crypto-Communism 
and fellow travellerism) that in 1948, when the Democratic 
party works under greater handicaps than at any time since 
1920, the two heads of the state Democratic ticket are men of 
great distinction who normally would be reasonably certain to 
win. One is Mr Adlai Stevenson, Democratic candidate for 
the Governorship, who opposes the Republican incumbent, 
Governor Green, An attorney, Mr Stevenson was active in the 
Fight for Freedom Committee, and during the war served as 
special assistant to the Secretary of the Navy, and Deputy U.S. 
representative on the preparatory commission of the United 
Nations. Mr Paul Douglas, Professor of Economics at the 
University of Chicago, opposes the incumbent Republican 
Senator “ Curly” Brooks. Mr Douglas enlisted in the United 
States Marines as a private at the age of 50, was wounded twice 
in Pacific island fighting, and rose before the end of the war to 
the rank of lieutenant-colonel. He is an aggressive and colourful 
campaigner, and the prevailing trend away from the isolationism 
of the past should, and probably will, attract some considerable 
number of votes to him. Yet the Douglas and Stevenson candi- 
dacies inevitably suffer from the weakness of the Democrats in 
natienal politics. [Illinois history shows that in presidential 
years the momentum of the national ticket usually pulls the 
winning party’s State ticket through to victory. 

Do Professor Douglas and Mr Stevenson have any chance 
of winning ? The answer depends on whether the Wallace 
Progressives nominate candidates for the Senate and the 
Governorship, thus splitting the Democratic vote on the State, 
as well as on the national, level. The Progressives seem certain 
to run a candidate against Mr Douglas, because the Communists 
behind the Wallace organisation in Illinois hate him for what 
(though it is not called by that name in the United States) is 
essentially his democratic and anti-Communist Socialism, It is 
less certain that the Wallace Progressives will run a candidate 
against Mr Stevenson for the Governorship, but the probabili- 
ties are that they will. 

It makes little difference who the Wallace candidates for the 
Senate and the Governorship may be. If they run, they will 
get at least four or five per cent of the vote, possibly more. 
With a vote of four million expected in Illinois this November, 
that means 160,000 to 200,000 votes for any Henry Wallace 
Progressive Party candidate. That number of votes taken away 
from any statewide Democratic candidate in Illinois is enough 
to ensure the victory of the Republican. 


American Notes 
Mr Lewis Pays the Piper 


A Washington cartoonist last week showed Mr Lewis, with 
a smile on his face and a package under his arm, leaving a speak- 
easy labelled Congress and owned by Representative Joseph 
Martin ; he was passing a “ Union Boss” and he whispered, in 
the idiom of prohibition days, “Rap twice and ask for Joe.” 
Here are all the elements which entered into the coal dispute as 
the result of Mr Martin’s intervention: Republican acquiescence 
in the flouting of the law passed over the President’s veto; the 
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political gains of the Republicans in general, and Mr 
particular, by their settlement of the suike before the Adminis. 
tration’s | machinery could deal with it; and the encor 
ment of other labour unions in the belief that Mr Lewis's ‘dis. 
ruptive tactics are a sure road to success. “TS 

For these reasons it was hardly to be expected that the chara 
of contempt of court against Mr Lewis would be withdrawn 
even though many miners continued to stay at home while these 
charges were pending. Quite apart from political prestige, the 
Administration was bound to put law observance before coal 
duction, however vital that production might be not only to the 
nation itself but to the world at large. On Monday Mr Lewis's 
old adversary, Judge Goldsborough, found that Mr Lewis and 
his union were guilty of both civil and criminal contempt for 
failure to obey promptly the court order that the miners retum 
to work. This decision was based on what the Judge called 4 
new principle cf law: “ As long as the union is functioning gs 
a union it must be held responsible for the mass action of igs 
membership.” He considered that, when the miners walked oyt 
on being told that their contract had been dishonoured, the phrage 
was the equivalent of a code word for “ strike.” 5 

The penalty imposed for criminal contempt is a fine of $20,009 
on Mr Lewis and of $1,400,000 on the union, twice the sum paid 
last year on a similar charge and exactly the amount requested 
by the Government. The Judge hinted that he would have been 
ready to impose a jail term, but the Administration evidently 
considered it unwise to ask for this at once, It is, however, being 
held over Mr Lewis’s head as a possible sentence on the civil 
charge if the miners have not gone back to work by April 23d. 
But the martyrdom of prison would not be altogether unwelcome 
to Mr Lewis. It was not the law, but the granting of his demands 
that moved him to order his miners back to work ; the attempt 
to undermine his victory, and to re-establish the law which he 
has discredited, has caused many of those who obeyed him 
leave work again. They will not be encouraged to return, as he 
has once more recommended them to do, by the coal-ownery 
attempt to contest the validity of the pensions settlement, or 
by the conversion of the temporary injunction, which Mr Lewis 
has been convicted of violating, into a full 80-day injunction 
against the strike, which he contends does not exist. 

Mr Lewis is certainly calling the tune and can probably con 
tinue to do so even from a cell. Whether, and how much, he pays 
the piper depends upon the sentence on April 23rd and upon the 
result of his appeal to the Supreme Court, Last year that Court 
presented him with a bill, although a reduced one; but the legal 
issues are more complicated this year. In any case, he will have 
an opportunity to call another tune on July rst, when the miners 
contract expires. 


et hey 


* * * 


Truman: Hobson’s Choice 


The primaries, in which the Republicans are conscious of 
helping to choose not merely a candidate, but a President, have 
obscured the reluctant rallying of the Democrats around President 
Truman. Democrats from eight mid-Western states have approved 
his nomination and called on the South to “come home” 
Although Alabama and Mississippi haye taken anti-Truman steps, 
in Tennessee an anti-Truman resolution has been rejected by ® 
narrow majority. In Maine, the proposal of the anti-Truman 
forces that the state’s delegates to the convention in July should 
be uninstructed—that is, free to vote for another candidate—was 
drowned out by a brass band. The State Democratic Committ 
of New York, where the revolt against the President’s Pal 
policy is most acute, has endorsed Mr Truman. 

If Mr Truman could count on these states to the bitter Ss 
he might discount the currently unsolid South. But the 
behind these testimonials of loyalty was summed up by 
National Democratic Committeeman from Illinois who said the 


anti-Truman agitation was bad politics, and “I’m for Truman © 
The apparent victory of party regu- — 
mocratic 


until it becomes unwise.” 
larity is largely a matter of Hobson’s choice. The De 
boom for General Eisenhower, composed almost equally of 
admiration for the General’s political charm, and des 
over Mr Truman’s chances, has been driven underground by the 
General’s conspicuous lack of co-operation. + 
The ties which bind the Democrats to Mr Truman have wom 
very thin, and the slightest encouragement from General Eisei- 
hower would inaugurate a bolt bearing every resemblance 10 @ 
stampede. The most recent polls show Mr Truman 
behind four leading Republican aspirants. The support of Mr 
Carey for the Eisenhower-Douglas ticket recommended by the 
Americans for Democratic Action is interpreted as desertion of 
the President by the Congress of Industrial Organisations, which 
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played so prominent a patt in Mr: Roosevelt’s later victories. 
The CIO proposes to confine its activities to the traditional labout 
icy of rewarding its friends and punishing. its enemies among 
the candidates for Congress. € ‘t 
There is a rumour that the strategy of the Eisenhower boosters 
in the Democratic party is to hold their fire until the’ convention, 
and then present the General, in the name of a “ national emer- 
y,;” with a unanimous nomination, which they hope he would 
fd i difficult to.refuse. In the meantime his supporters in the 
Democratic camp are like rain-makers. who hardly dare mutter 
their incantations out loud for fear of offending or embarrassing 
the rain-god. The General, however, will not fail to see. the 
skeleton of a party at its wits’ end under the cloak of national 
crisis, Whether Mr Donglas, the Supreme ‘Court Justice who is 
the second choice of Mr Truman’s enemies, would prove as 
sharp-eyed is not so certain, 


* * * 
Protection for Prosperity 


“The welfare of our people, the effectiveness of our foreign 
policy and the strength of our defences all depend on our pros- 
perity,” declared President Truman last Saturday to the American 
Society of Newspaper Editors. That prosperity must be protected 
“while we still have it” by the anti-inflationary programme which 
he presented to Congress last November as an essential com- 
panion to the Economic Co-operation Act. Since then the infla- 
tionary potentialities of the defence programme have been added 
to those of economic aid. According to the President, however, 
the national economy is threatened more immediately by the steel 
price increases, by the coal stoppage and by tax reduction. His 
views are similar to those expressed by his Council of Economic 
Advisers in their report for the first quarter of the year. Their 
recommendations for new taxes, credit restrictions, increased 
saving, stand-by authority for price, wage and indirect manpower 
controls and for allocations, priorities and rationing, cover the 
President’s programme. ‘They do not think, however, that this 
“rather systematic and vigorous discipline” involves a return to 
wartime regimentation. 

The President recognised that there is no slack in the national 
economy to take the strain of the new demands being made upon 
it and this vulnerability is very disquieting to Mr Marriner Eccles 
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rs’ 
of the Federal Reserve Board. Characteristically, he takes ‘a@ much 
longer and therefore more depressing view than eithér the 'Presi- 
dent or'the CEA and says what many dre thinking: “We canfiot 
go on year after year bearing these crushing costs without jeopard- 
ising ‘what ‘we seek to-save.”: Mr , the new chairman of 
the Federal Reserve Board, may be more considerate ofthe feel- 
ings of the President who has just appointed him, and who insists 
that the United States is embarking upon a peace and not a war 
programme. It is thought that Mr McCabe will support the 
FRB’s request for powers to incréasé its reserve requirements 
for commercial banks in order that it may restrain the undesirable 
expansion in bank credit which it believes will soon develop. 
This is a modified version of the similar request made last autumn. 

The business world, however, is no more convinced now than 
it has been in the past that inflation is, the immediate danger. 
It does not deny the official analysis of the present situation, but 
it feels that this analysis ignores deflationary pressures which are 
less obvious but almost as strong and that certain of the Adminis- 
tration’s own policies have contributed to inflation. For these 
reasons and because Mr Truman can hardly expect Congress to 
give him more than a few of the powers for which he asks,. it 
seems probable that his present anti-inflation drive is. inspired 
more by political than by economic considerations. 


* * * 


What Kind of Preparedness ? 


The unique spectacle of an economy-minded House giving 
Mr Truman more money than he asked for was provided last 
week when the House approved not only the President’s $2,376 
million aircraft procurement programme, but added another $822 
million for a 70-group Air Force. Only three nays were regis- 
tered, all from the extreme left wing, which follows Mr Wallace’s 
lead. The Air Force has triumphed in the inter-Service contest 
to make Congressional flesh creep. The effect will be to raise 
the purchase of military aircraft for both the Air Force and Navy 
from 1,500 in the fiscal year just ending to 4,370, sending welcome 
pins and needles through the withered airplane industry, The 
total funds available to the Air Force for aircraft would exceed, 
by $200 million, the first year’s programme for air expansion laid 
down by the Finletter report early this year. The aim, it should 
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be made clear, is less to increase the number of planes available 
than to ensure that they are replaced at a rate necessary to keep 
the Air Force abreast of every t ical improvement. | 
The Senate may prefer the compromise programme submitted 
by Mr Forrestal at its request, which provides for a 66-group Air 
Force and would need only about half the extra funds approved 
by the House. If the Senate accepts this programme, its Bills for 
the revival of conscription and universal Military Training, which 
have been held up meanwhile, will probably be brought to a vote 
quickly. ‘The disquiet of the Administration is based partly on the 
fear that in an election year Congress may feel that the allocation of 
dollars to the Air Force is a satisfactory and painless substitute for 
conscription and UMT. The Administration is also afraid that too 
large a preparedness programme might, by intensifying the short- 
age of materials and manpower, hamper the civilian production 
essential to the European Recovery Plan. But neither of the 
enlarged air power programmes seem likely to get under way 
sufficiently to impede civilian production before 1949. By then, 
if the Russians are less truculent, Congress may be less defence- 


minded. 
* * * 


The Form of a Military Guarantee 


A more important question is whether the modernisation of 
the Air Force would, by itself, provide an appropriate “ roof to 
the house” of European defence constructed at Brussels. In 
the Congressional defence hearings there has been no mention 
of co-cperation w:th the European democracies. The House has 
reacted to what the Services presented as a menace solely to 
American security. In some circles it is even being asked whether 
the threat of a powerful Air Force in five years’ time is sufficient 
to halt the Russians, or whether it may not simply encourage them 
to take new aggressive moves before it comes into being. 

Although the chances of any outright military guarantee to the 
Marshall countries being accepted by the Senate are said to be 
remote, the State Department recognises how much importance is 
attached to a formal commitment by France, Benelux, and the 
neutrals. Mr Walter Lippmann has expounded the ingenious 
and comforting theory that if the Russians advanced across Europe 
they would come into conflict first with the American occupation 
troops in Germany ; and that therefore General Clay’s presence 
in Berlin is a more potent military guarantee than any paper pledge 
that America could not remain neutral. This reasoning will hardly 
reassure the Scandinavians, the Turks or the Greeks, for unfortu- 


THE ECONOMIST, April 2, Aa 


nately the Russians are not bound to shape their tactics te 
Mr Lippmann’s theories, and might easily avoid a clash } 
Germany while advancing elsewhere. Cage 
It is being suggested that to meet the qualms of the weste: 
democracies Mr Truman or Mr Marshall might make one imo, 
attempt to draw a verbal line across Europe. However Om 
such a statement might be, it is difficult to see how, withoy 
specific Congressional approval, it could add very much to w 
has already been said. And, unfortunately, the deterioration 
Mr Truman’s domestic prestige might encourage the Russiang 
discount, probably quite wrongly, the gravity of yet one more 
warning. ae 
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Shorter Notes rc 


The forecast of the winter wheat crop, which appeared las 
week as 8,605 million bushels, should, of course, have read 8605 
million bushels. 3 

rae 

The Agriculture Committee of the House has voted to continue 
farm price supports until June 30, 1950. Without new legislation, 
price supports on non-basic commodities would disappear at the 
end of the year. The only changes proposed are to reduce the 
level at which cotton prices are supported from 92} to 9o per cent 
of parity, and to reduce the price supports on some non-basic 
commodities. The price of basic commodities, wheat, com, 
tobacco, rice and peanuts will continue to be supported at 99 
per cent of parity. 


wn 
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Even conservative Congressmen are somewhat alarmed that Mr 
Isacson, who recently won a Congressional by-election in the 
Bronx as a Wallace candidate, has been refused a passport on 
the grounds that it would “net be in the interest of the Gover 
ment of the United States.” Mr Isacson wanted to go to Paris 
to attend a meeting sympathetic to the Greek guerrillas. The 
State Department insists that the granting of a passport is got 
a right, but a privilege which implies that there is no official objec- 
tion to the purposes of the journey. Mr Isacson has now applied 
for a visa for Palestine which may be more difficult to refuse 
Mr Isacson’s cause no doubt suffers from the memory of the 
resentment stirred up last year when Mr Wallace criticised his 
own country so freely on his foreign travels. But the State Depan- 
ment seems to be carrying export controls a little far. wel 
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THE WORLD OVERSEAS 





Report from Germany—I . 
(From Our Special Correspondent) 


RANK SURE in spring, 1948, conveys the sense of change. 
An end is at hand to the first postwar period, and new ideas, 
new measures are taking shape. The streets of the city reflect 
the characteristics of the Germany which is being re-formed. 
They show the generous wealth, the optimism, the natural, demo- 
cratic individualism of America-superimposed on a resentful, 
hysterical, corrupt and still ruthlessly egotistic people, living a 
life of ordered abnormality in ruins which nobody notices any 
longer. The cars are symbolical. High-powered mcdern auto- 


’ mobiles purr along with easy confidence, jeeps express American 


technical skiil turned to military ends, the red Coca-Cola vans 
convey a peaceful if slightly crazy note, shabby Volkswagen career 
wildly to the danger of everyone in the neighbourhood. And 
between them run a few moderate-sized British Austins, sensible, 
inconspicuous and not very powerful. 

The predominant influence of America is real. Though the 
British are equal partners at the top, the Americans hold the most 
important posts in the integrated Anglo American bipartite 
administration for economic control. Since they bear the bulk 
of the financial burden, they have a majority voice in the body 
which controls Bizonia’s foreign trade, the Joint Export-Import 
Agency. The SHAEF-type organisation at Frankfurt is working 
well on the whole. Anglo-American integration is much easier 
than co-operation of any kind with the Germans. 

The steps which are to be taken now that four-power rule 
has ceased to function in Berlin were forecast in part by General 


Robertson in Duesseldorf on April 7th. Financial reform will be 
carried out in the West, including the French Zone, and & 
Government will be set up in Frankfurt, after agreement with the 
French. An Occupation Statute will limit the rights of Military 
Government. ; 
The preliminary steps towards currency reform have 
taken. A beginning has been made on the hard task of bringi 
German prices into line with ‘each other and with world levels 
The final details of the currency reform itself are now being 
settled with the Germans. New policies, freeing German foreign 
trade from much of the control of the Joint Export-Import 
Agency, are being considered: and some measures, notably 
introduction of a single conversion rate for the mark (one 
equalling thirty cents) have already been taken. Germany has 
entered the Marshall Plan, and the Germans have drawn up 4 
statement of Bizonia’s balance of payments. It shows an estim 
deficit of $1.2 billion to be covered by Marshall aid and US 
appropriated funds. And, finally, American proposals to cut 
the bone further dismantlement of German factories and to stop 
decartelisation are now being discussed in high quarters. 
Though none of these measures seem on the surface to be 
opposition to a policy of State control, a trend in this di F 
underlies them, and the ideas which are being discussed | 
Frankfurt today. Western Germany is being steered away 
Planwirtschaft, although at this moment, the control au 
American as well as British, are still pressing the German adr 
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jon to exercise aay poe eeu tee economy in the interests 

just distribution, ough the Joint Export-Import Agency. 
ee with the central bureaucracy: and the Ministries of the 
Lander, still keep a tight grip on Germany’s foreign trade. 

‘At present the movement towards free enterprise is obscured 
by the fact that the Anglo-American bipartite contro! authorities 
are at loggerheads with the chief German opponents of planned 
economy, the Christian-Democratic Union (CDU) and _ its 
counterpart, the Christian-Social Union (CSU). ‘This party, the 
largest in the West, holds all the posts in the Bizonal Executive 
Committee, or “Cabinet,” with one exception. It is largely 
responsible for the fiasco of the bizonal economic government, 
which was reformed at the beginning of this year, but has never 
properly functioned, Not a single law of any consequence has 
been implemented. The central administrative body is still 
practically in the same state of paralysis as a year ago, although 
the Americans conceded it greater central powers than its com- 
pletely impotent predecessor enjoyed. Deliberate “ca’canny” 
is being practised by the Germans. The Council is only due to 
meet for two days each month, but excuses are constantly found 
for postponing even that amount of work—the latest reason given 
was that the building in which it meets was wanted for a perform- 
ance by an amateur operatic society. 


Away from a Planned Economy 
The policy behind the delaying actions of the CDU-CSU is 


" the party’s determined opposition to State control and centralised 


government. More particular, it is looking after the interests of 
holders of hoarded goods, who are waiting for currency reform 
before selling their stocks. The Party recently publicly pledged 
itself to do away with planned economy “ except where absolutely 
necessary.” It aims to abolish rationing of everything except 
possibly staple food and clothes, and would retain price controls, 
if at all, only on one or two basic commodities. Planwirtschaft 
as a policy would be placed in the dustbin; it is constantly 
denounced as a failure, as indeed it is, in Germany today. 

The CDU-CSU, however, is a mixed party, which is far from 
being wholly reactionary. It has progressive leaders such as Herr 
Arnold, premier of North Rhine-Westphalia, and Herr Hilpert, 
deputy Minister-President of Hesse, and contains industrialists 
who would counter Communism by granting the workers a share in 
enterprises—a Catholic solution which would accord well with the 
natural attachment of the German worker to his Betrieb. But the 
danger exists that the party will fall into the hands of its most 
rapacious supporters, and that jungle law will be established, in the 
name of free enterprise and the liberalism of Professor Répke, the 
Swiss economist whose attacks on planning are widely published in 
Western Germany today. 

At present, while German legal prices and wages are completely 
fictitious, and everyone knows that currency reform is round 
the corner, there are good arguments for not issuing even 
theoretically admirable laws. They would not be obeyed, and 
the administration would be regarded with greater contempt 
than ever. The CDU-CSU can point to the fate of the so-called 
“Pantry Law,” passed earlier this year, which required everyone, 
including householders, to declare stocks of food. After a huge 
expenditure of money and precious paper, the questionnaires were 
simply ignored. Out of 350,000 issued in Frankfurt, 14 were 
returned. Nevertheless, the Anglo-American authorities are 
pressing, in vain, for an anti-hoarding law to be passed, which 
would require goods to be placed on the market before currency 
reform is executed. Even if the law were ineffective, its socialist 
supporters think it would eae, the populace that some 
feeling for social justice exists. ere is a well-founded fear that 
currency reform will make money so scarce that the poor will not 
be able to buy the goods in the shops, and the visual contrast 
between haves and have-nots will lead to unrest. The Communists 
would then have a chance to undo the effect of Marshall aid. 
Though not very numerous, they are in a majority in the works 
councils, and by this means influence four to five million workers. 


Power for Private Industry 


The questions of State control and centralisation are linked ; 
and on both the views of the Americans and the German Right- 
wing are close. The Americans, who believe in their own 
system, stand firm on a decentralised constitution. They argue 
that, even if a planned economy were desirable, it could not 
work in a decentralised federation. Since the constitution will 
not be altered, it is necessary to alter the economic system. The 
individual States will not plan on a national scale ; they are all 
the best thing is to hand over planning and distribution to the 
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national industrial groups, This solution is one which is also 
supported by some influential British officials in Germany. 


Marshall aid and the coming abrogation of 
control will bring it to the fore, No German government will 
be competent to handle the vast number and quantities of goods 
which will be flowing into the country. Private industry and 
commerce must resume their proper place. 


On this issue of State control versus the free market polemics 
rage between the Christian-Democrats and the Liberals on one 
side, and the Social-Democrats on the other. The issue will cer- 
tainly be fought in the general elections which must be held in a 
matter of months. 


Inside the Social-Democrat Party (SPD) there are leading men 
who now acknowledge that it is useless to try and impose universal 
controls on the German economy in conditions of such extreme 
scarcity, just as there are some among the Christian-Democrats 
who favour retaining those that work. But there are small chances 
of a coalition as long as Herr Schumacher leads the SPD. 


The effect of Prague on some Socialist leaders in the Economic 
Council, where the Socialists are in a majority, was to make 
them seek to join forces with the Christian Democrats and to 
come out openly in favour of a Western Government. They 
would have been prepared to postpone their demands for 
socialisation in the Ruhr, and land reform. At least 
one of them courageously published an article exposing 
the slogan of “German unity,” which has supplanted 
Hitler’s “miracle weapon” in the minds of most Germans 
as a cure for all troubles. But hopes of a coalition 
have now faded. The Christian Democrats demand too much, 
and the Social-Democrats are tied to a rigid party machine, 
controlled by the doctrinaire and dictatorial Herr Schumacher. 
It is, however, not at all certain that the decision of the SPD 
executive to remain in opposition is wrong. The main enemy 
of the Communist Party in Germany as elsewhere is the Social- 
Democrat Party ; a coalition might well give the Communists an 
opportunity of accusing the SPD of betraying the workers. New 
chances would appear of splitting the socialist rank-and-file and 
of forming a “ Socialist Unity Party” on Eastern German lines. 

At the root of present perplexities lies the problem of the mil- 
lions of refugees who have crowded into the West from the 
annexed Eastern areas and the Sudetenland. The Germans by and 
large not only cling to the idea that unity of their country is 
feasible, but they mean by “ unity ” the return of Silesia, Mecklen- 
burg, Danzig and East Prussia, and the eviction of the Czechs in 
favour of the Sudetenlanders. Various more or less openly revi- 
sionist groups have been formed among the refugees themselves. 
On their part, the local political leaders give them every encourage- 
ment, and do as little as posible to absorb the “ foreign bodies ” 
into the community. 

The illusions of the revisionists are hard to take seriously. It 
seems comic that a leader of the refugees should reveal that he 
was supporting the Bayern Partei because it would make Bavaria 
a sovereign state “like the United States ” as the party programme 
modestly puts it, and because this state could then buy arms in 
America and go to war with Czechoslovakia. Such ideas are 
indeed crazy ; but it is unwise to regard the Germans as rational, 
and not to place the refugee question at the forefront of the 
innumerable problems which have to be solved at one time or 
another. For too many the solution lies in a war between east 
and west, in which the Germans believe they would be the victors. 

Speculation about war is a main factor in Germany today. Fear 
of Russia and a Communist coup is very strong, particularly since 
the Russian campaign of chicanery began in Berlin and Vienna. 
Some men have refused to accept prominent posts for this reason. 
But the most fearful, and those who are reimsuring by attending 
Communist rallies, are in general not the competent men, not 
those mysterious “ best brains” who are supposed to be hanging 
back somewhere, but the ordinary bourgeoisie, anxious not to 
have their businesses confiscated if the Russians arrived one day. 


Competent men are undoubtedly staying in the background at 
present, but are probably not speculating on a Russian coup. 
The German industrialists know their bread is buttered on the 
West side and on the West side only. They are biding their time 
until the country’s economy is given a chance, until an end is 
made to the worthless currency, the restrictions, the penal taxa- 
tion, State control—as well as to dismantlement, restitution of 
loot, and the denazification séntences which have probibited so 
many from taking posts. 

In the meantime, some of the administrators, who have borne 
the brunt of a hopeless task in the Bizonal Executive Committee, 
are showing a remarkable spirit of optimism and determination, 
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considering the vast and multitudinous problems which they face. 
That they are also obstructing the will of Military Government 
by not passing laws before currency reform does not mean that 
they will remain passive once they have a government, freed 
from most of the Military Government controls. It will have, 
however, to be the kind of government that they want, one in 
which the power of the individual states is not subordinate to 
the central body. It is symptomatic that the CDU has successfully 
obstructed the establishment of a permanent civil service for the 
Frankfurt Administration. Whether such a government will be 
able to solve the problems which will have to be faced is very 
doubtful indeed. 
(To be continued) 


De Gaulle at Marseilles 


[FROM OUR SPECIAL CORRESPONDENT] 


WITH pomp and ceremony, and evidently without undue concern 
for cost, General de Gaulle’s Rassemblement du Peuple Francais 
held its first National congress in the city park of Marseilles 
last Sunday. The congress adopted a number of policy resolu- 
tions and confirmed the appointment of the executive council, 
leaving the group who have been running the movement—the 
entourage—in charge. But the congress did nothing to remove 
the ambiguity caused by the fact that it neither openly repudiates 
parhamentary democracy nor fits into the parliamentary pattern. 


Positively, the congress decided that its purpose was to furnish 
the nation with cadres for patriots; negatively, that it should 
avoid the definition of a political party in opposition. Its 
declared intention of fighting the next election against the govern- 
irent has evidently given rise to wrong ideas. The congress 
deliberately underlined the difference by calling itself “ National 
assizes” and the delegates “ companions.” 


This is the sort of distinction which is insisted upon by the 
General himself, who is temperamentally unsuited to lead a 
political party and who makes no secret of his preference for 
disciples rather than associates. The 2,600 delegates who cheered 
him tll they were hoarse were obviously delighted to oblige. 
There was no public debating: instead, as at gatherings of the 
French Communist party, all the resolutions were adopted with- 
out dissentient voices by general acclamation. Respect was 
ensured by the presence of an extra two thousand Gaullists, who 
were not regional delegates but fighting-fit service d’ordre, among 
whom were some of the best known local gangsters and a number 
of black troops in civilian clothes. 


On foreign affairs there were no new developments, but the 
Gaullists went one step further in advocating a Western bloc 
against Soviet Russia, They defined for the first time the type 
of common defences which Europe should organise. These should 
consist of a professional army of 40 divisions, half to be airborne, 
together with a navy and air force under a joint high command. 
The force would be financed principally by the Americans, but 
it would be manned entirely by Europeans, Britain, and notably 
Britain’s German policy, which was interpreted as the desire to 
reconstitute a strong Reich, was repeatedly attacked. 


Away from Reality 


But it was on internal affairs that the congress plunged furthest 
away from harsh realities. French national income, said one 
speaker, must indeed be redistributed, but this should be done 
by general accord without conflict or disturbance. (Why not ? 
The walls of Jericho were blown down with nothing but 
trumpets.) The usual attacks against mythical dirigisme and 
complaints against the sacrifices imposed by René Meyer—which 
are always well received by every French audience from Gaullist 
to Communist inclusive—were made. Vague plans were also 
announced for co-operative ownership and a new syndicalism, 
which would dispense with permanent officials and cease to fight 
the cause of the workers it represented in favour of the higher 
cause of the “general good.” 

There was also unanimous agreement about the desirability 
of slashing state expenditure; but the Gaullist policy for 
strengthening internal defences against the Communist menace 
together with an imperial] policy, which would maintain French 
sovereignty over all overseas possessions, would probably make 
government under the General even more expensive than it is 
already. 

Nothing new was said about how the General would come 
into power. For the moment he is sticking to his demand for 
a general election and offering to work with all deputies, except 








the Communists, who will support immediate _ dissohution; 
Whether he can induce the deputies to vote themselves: guy gf 
office will depend less on himself than on the economic sucoggss 
of the present government and the extent of the 
sabotage of France’s recovery under the Marshall Plan. . «. 
In so far as the congress was intended to provide a demonsiri. 
tion of strength and 10 contrast de Gaulle’s effectiveness ‘with 
the feebleness of the existing government, it was a failure. “The 
Third Force Minister of the Interior, Jules Moch, had the situa 
tion well under control. His local authority made the Gaulligt 
CGT and Communist leaders sign an agreement to keep their 
respective demonstrations static in order to avoid clashes. 
seilles was full of civil and military police, equipped to resist 
violence. The Marseilles population was worn out by the su. 
tained propaganda campaigns before the congress met, and there 
was a notable absence of mass hysteria. As soon as the Genetal 
moved outside the circle of his own congress, he did not inspite 
the same wild enthusiasm as at some of his earlier appearances, 


* 
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Costa Rica’s Civil War 


[FROM A CORRESPONDENT RECENTLY IN LATIN AMERICA,] 


Tue civil war which has just ended in Costa Rica began on March 
12th. The fighting, which arose out of the presidential and | 
congressional elections held.on February 8th, constitutes the first 
blot in many years on the record of Costa Rica—long considered 
one of the most democratic nations of Latin America. 

Costa Rica is one of the few Latin American countries with an 
economy dominated by small and medium sized landholders. The 
coffee industry, which is the biggest eleemnt, is largely controlled 
by small farmers. Even in the banana industry, which is dominated 
by the United Fruit Company, there are many small and medium 
sized planters who sell their produce to the company. The out 
standing importance of the small cultivator has been one of the 
keys to the democracy of Costa Rica. Another has been the 
relatively high literacy rate. For many years Costa Rica prided 
itself on the fact that it had more schoolteachers than soldiers— 
the regular army is 1,000 strong—a truly remarkable phenomenoa 
for a Latin American country. 

Yet in recent years this democracy has been in peril, and the 
situation finally degenerated into civil war. One must 
go back to 1940 for the beginning of the story. At that time 
Sr Rafael Angel Calderon Guardia, a representative of the 
moderate Left, was elected President. He sought to carry out 
a programme of reforms, which included the establishment of @ 
labour code and extension of social security services. 

In carrying out this programme, Calderon Guardia leaned rather 
heavily on the Costa Rican Communist Party. Organised in 1928, 
it had had but little influence, principally in the banana regions, 
before the coming of the Calderon regime to office. However, 
relations between the Government and the Communists then 
became very close. Even the Catholic Church became friendly 
with the Communists, who in 1943 had changed their name to 
Popular Vanguard. They had also adopted a programme one part 
of which congratulated Calderon Guardia on carrying out his 
social reform programme “based on the Encyclical Rerum 
Novarum of Pope Leo XIII.” This and other flattering references 
to the Church and its doctrines apparently influenced Archbishop 
Sanabria, who in 1944 announced his qualified support. 

During this period the Communists took advantage of the 
situation to infiltrate into the Government service, and in par 
into the army and the police. The Opposition maintains that 
the whole military and police force of the Republic is honey- 
combed with Communists and their friends. At any rate, the 
Communists gained considerably. They elected eight members 10 
Parliament, and they organised a trade union centre, which was 
for a time the only one in the country. a 

The next election in 1944 was hatd fought and marked by 
much violence. This was a new factor in the situation, since 
elections had usually been quiet in Costa Rica. The Government 
claimed that 70 per cent of the people voted for their candidate, 
Sr Teodoro Picado. The Opposition claimed the election was 
“won” by the Government through violence, intimidation @n¢ 
fraud. In any case, when fresh elections approached, and it 
became obvious that the Government intended to have Calderom 
Guardia again elected President in the 1948 poll, the B 
acted. In the summer of 1947 there occurred a twelve-day suit 
and lockout, backed by most of the country’s merchants, ; 
and such industrialists as there are, and also by the ca 
controlled Rerum Novarum Confederation of Labour. ee 
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This demonstration succeeded in bringing about a modification 
of the electoral law. The appointment of a three-man electoral 
court was authorised, one member each to be appointed by the 
President, by Congress and by the Supreme Court. At the same 
time, all members of Congress, the rival candidates and the 
executive agreed that they would; accept the decisiort of the 
electoral court. The/election machinery was put)in the hands of 
these three individuals.. A few weeks before the polling, the 
member appointed by the Supreme Court became ‘sick :and was 
replaced by a naturalised Costa Rican citizen, a German named 
Max Koberg, who the Opposition maintained had been pro-Nazi 
during the war, ; 

The election. itself was’ quiet, although there had been a good 
deal of violence during the campaign. Late on election day the 
Government candidate, Calderon Guardia, announced that it was 
the quietest and most honest election the country had ever known. 
However, the next day he and the leader of the Poptilés Vanguard, 
Sr Manuel Mora, came out with statements that the election had 
been fraudulent and was not valid. In the meantime, the returns 
had begun to indicate that the candidate of the Opposition 
National Union, Dr Otilio Ulate, had been elected. 


Opposition Victory Disputed 


The members of the electoral court issued their verdict a few 
days later, deciding by two to one that the election had been won 
by Dr Ulate and that there had been no fraud. Koberg voted that 
there had been fraud and that there should be a new election. The 
whole apparatus of government publicity was then used to spread 
the story that the election had been fraudulent and should be 
annulled. ‘The Archbishop tried to act as mediator and get a 
peaceful settlement of the differences of opinion, but to no avail. 
Finally, the Congress, whose term does not expire until May 8th, 
met and declared the election invalid. The Opposition points out 
that this was in contravention not only of the Government’s 
pledged word, but of the constitution itself, whereby the Con- 
gress may only elect the President when no candidate gets a 
majority—Dr Ulate was credited by the electoral court with an 
absolute majority. 


There were several members of the Calderon faction who re- 
fused to vote to annul the elections: Three of these actually did 
vote with the Opposition, and at least one of them immediately 
went into hiding in fear of his life. Two other supporters of 
the Government, who had indicated their intention of voting 
against it, were kidnapped and held until the session was over. 
Their alternates (each Congressman in Costa Rica has an 
alternate who attends when the principal is unable to do so) 
voted—and voted “ correctly.” 


After this decision of Congress, Dr Ulate, the President-elect, 
went into hiding in the home of a deputy, Dr Carlos Valverde. 
The police came to look for him, and fired.on the house with 
machine-guns. Dr Valverde was hit and died a few days later. 
Dr Ulate escaped over the back fence. However, the next day 
he gave himself up to the police, having been charged with 
criminal conspiracy. He was accompanied to gaol by the American 
Ambassador and the Archbishop, and was soon released with all 
charges dropped. 

Meanwhile, negotiations went on, with the Archbishop acting 
as mediator. Dr Ulate agreed to withdraw his claims to the 
Presidency if some neutral figure could be installed and entrusted 

with calling a new poll. This the Government’s supporters refused. 
_Finally, all hopes of a settlement were abandoned, Dr Ulate and 
to the hills, other leaders of the Opposition went into hiding and 
the Government began rounding up those upon whom it could lay 
its hands. They went to the farm of Sr Jose Figueres, leader 
of the Social Democratic Party, one of the chief backers of Dr 
Ulate, with the intention of arresting him. There the Government 
soldiers were met by gunfire. The civil war was on. 


Foreign Intervention 


The rebels controlled most of the mountainous area of the 
country and fought more or less a guerilla war. The Govern- 
ment force of some ten thousand men (composed of the regular 
army, the police and the Popular Vanguard’s militia) was un- 
able to oust them. Considerable confusion and dissension were 
reported between the Communist militia and the army, each 
party accusing the other of shirking action. The Government 
forces were aided by soldiers sent from the Nicaraguan army. 
A number of other people, some soldiers of fortune, others 
probably Communist agents, ate believed to have gone to Costa 
Rica to help the Government. 
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The usual struggle between the Left and the Right does not 
explain this civil war), The Government for the most part repre- 
Figueres supported the rebels, nf Figues geungpra idere 

2 Tebels. -In fact, Figueres was the milita 
commander of the rebels, “On the other hand, the reactionary 
Nicaraguan dictator, Somoza, suf orted the Costa Rican Govern- 
ment, and there are reports*that the Dominican dictator, Trujillo, 
who. heads. the most toralitatian regime in all America, also gave 
aid. On ‘the other side, it is alleged that the Government 
of Guatemala, which is dominated by a Left-wing but anti- 
Communist President, Sr Jose Arevalo, sent help to the rebels. 
And other Left-wing Democrats in Latin America, such as 
Sr Raul Haya de la Torre; leader of the Peruvian Apristas, and 
Sr Romulo Betancourt, former President of Venezuela and 
leader of the Left-wing Accion Democratica Patty of that country, 
announced their support for the rebels. ‘The division appears to 
have been between those who would accept Communist support 
to gain their, ends and: those: who would not. 






Democracy in Singapore 


[FROM A RESIDENT CORRESPONDENT] 

FEARED by many as overhasty, parliamentary democracy has been 
established in Singapore, The custom-loving East does not take 
too kindly to innovations, and when all British subjects of over 
twenty-one years of age and with a year’s residence in the colony 
were called upon to register their names on the Electoral Roll, 
the reaction was sluggish. There were several reasons for this 
besides novelty. There was a restriction in the qualification. 
“British Subject” did not include “British Protected Persons,” 
and men and women born in the Federated and Unfederated 
Malay States were not eligible, though their psychological and 
economic differences are nil. The All Malaya Council of Joint 
Action and Putera, a Malay society controlled by foreign-born 
Indonesians, boycotted the registration on the not ‘very logical 
grounds that the new Constitution of the Federation of Malaya 
was not-to their liking. Moreover, men were chary about entering 
their names on lists-or filling up~particulars on forms. Only a 
short time ago they had done just these things for the Japanese 
during the occupation. .They..remembered. very well how.such 
lists became confused and how, having registered themselves as 
carpenters, they were sent as navvies to the Siamese Death Rail- 
way, and how others, bona fide clerks, were transferred to plant 
tapioca. Their recollections of forms and registers did not warrant 
wanton repetition. Of the 938,000 population of Singapore with 
a British citizenship total of about 100,000, only 22,395 registered 
for a vote. The electorate consisted of 10,141 Indians, $,627 
Chinese, 3,146 Malays, 1,918 Europeans, and 1,563 Eurasians. 


There was only one organised Party, the “ Progressives.” Their 
candidates were made up, racially, of two Chinese, one Mahom- 
edan Indian, one Hindu, one European and one Malay. The 
Malay fell sick at the last moment, leaving the Party to contest 
only five seats. Ten “Independents” appeared—racially, 6 
Indians, 2 Chinese, 1 Eurasian and 1 Malay. 

For a seaport with a transient population which comes and goes 
on business and on leave, the percentage of woting—64.2—was 
high. The boycott was maintained to the end, but the elections 
were as calm and orderly as the Trades Union Congress. The 
only incident was a thunderstorm that added three inches to the 
month’s rainfall. ; 

Of the elected candidates all have had previous service on the 
Advisory Council or on the Singapore Municipality. The com- 
position of the Legislative Council gives an unofficial majority 
of 13 to 10. The policies likely to be pursued in order of preference 
are: administrative economy, education, housing (Singapore’s most 
pressing need) and hospitals. The tempo of reform will not be 
breathless, and the many problems are likely to be solved with a 
minimum of disturbance. The elections were fought cleanly and 
with great humour. Rival candidates were in most cases personal 
friends ; in a first election, party lines were blurred and personali- 
ties counted for much. The racial harmony, of which Malaya 
boasts, was uninterrupted by the discords of communalism. 
There has, however, been the usual Communist infiltration of 
the unions and a frequent emphasis on the strike weapon. This 
influence has slightly dimini and the number of man-days 
lost has fallen remarkably. But mi ions of the functions 
of the unions remain to be clarified. Strikes for trivial reasons 
are still frequent, and most strikers consider that they are entitled 
to wages for the period during which they downed tools. Never- 
theless, union officials are being gradually trained in the organisa- 
tion and responsibilities of trade unions. 
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Questions about Coal 


IR CHARLES REID, production director of the National 
Coal Board, took advantage of what might have been merely 
an amiable ceremony at Edinburgh last weekend (the presenta- 
tion of atrophy for. high output) to express some profoundly 
disturbing judgments.on the progress of the nationalised coal 
industry. His words-were far -more than the now customary 
official exhortation to an industry to pull its weight. They 
were the most open expression of disquiet yet made by a 
member of the Coal Board, and they call in question the 
assumptions on which the experiment of nationalisation depends 
for its success, Their author, it is worth remembering, has 
been the spokesman of progressive mining engineers and the 
leading advocate of technical improvement in the mining 
industry both under private enterprise and under public control. 
He is now in charge of the mechanisation of the mines and of 
their entire productive effort. After fifteen months of nation- 
alised effort, what has he to say ? 


We are putting into the pits day by day great masses of 
machinery, and it does not seem to matter what we do—the 
output per man is not rising. The Board are very much con- 
cerned. There is something wrong somewhere. .. . We think 
that there is a slackening off all over and we are not getting 
the advantage of this machinery. 

That there is, in fact, something wrong is shown by the 
statistics of productivity in the industry. It is managing, though 
barely, to produce sufficient coal to meet its output target in 
1948, but that target is only sufficient to meet the most urgent, 
minimum needs. And it is making increasing demands upon 
manpower and on the output of the machinery industry. To 
both of these expansive policies there must eventually be a 
limit, and the problem of improving the quantum of the miners’ 
effort cannot long be evaded. Sir Charles Reid’s speech brings 
nearer the moment when that problem will have to be faced. 
It is not yet possible to demonstrate statistically, beyond all 
doubt, precisely what is wrong. It might be that the general 
trend of productivity is irresistibly downhill, and that mechani- 
sation now is serving to arrest what would otherwise be a steep 
decline. It may be that (as the mineworkers’ representatives 
retort when their effort is called in question) re-equipment is 
not always being done in the right way. But the technician’s 
view is difficult to resist: that, by a reflex which is familiar 
in other industries, the installation of machinery is being offset 
by an automatic slackening of effort. If this is so, it argues 
that the maladjustment between management and labour which 
existed under private enterprise has survived uncorrected under 
public control. Its consequences under private enterprise were 
clearly described in 1945 in the Reid report: — 

In Britain, after the stoppage of 1926, the mineworkers were 
generally in no mood for willing co-operation with the em- 
ployers. They mostly refused to recognise that their wages, 
in the long run, must depend upon the progressive efficiency 
of the industry. Mechanisation, though seldom encountering 
active resistance, was not generally received by the men with 
enthusiasm, no doubt in the fear that more machines meant 
fewer men at a time when unemployment was widespread ; 
and, where machinery was installed, its potential savings seem 
largely to have been dissipated by a quiet but effective deter- 
mination that the number of men discharged should be kept 


as low as possible;. This must have been a contributory cause 
of the overstaffing of many of the operations at:or about the 
coalface. In addition to this, they have steadfastly required 
the observance of old customs and traditions. which are in- 
appropriate to the conditions of mechanised mining, and thus 
have put a brake upon the modernisation ‘of the Industry. 
This attitude has not been generally favourable to the attain- 
ment of high productivity with the smallest labour’ force 
necessary to provide the country with the coal it required ; 
and heavy unemploymeut among coalminers, and the lack of 
alternative work in the years between the Wars, goes some 

to explain it. 


The Reid report pointed out that certain districts. were 
notable exceptions to this rule. In those districts 


it is clear that there has been a definite disposition on the part 
of the men to co-operate, and their leaders have encouraged 
them to produce the limit. It can be said without any hesita- 
tion that if the same. co-operation and effort had been forth- 
coming throughout the industry, output per man shift in 1939 
would have been considerably higher than it was, notwithstand- 
ing the technical deficiencies which we have described. 


How often has the argument been heard that the state of 
mind described in the Reid report arose from the natural dis- 
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1938 | 1945 1946 1947 | Ast Qtr; 1948 
5—Losses From STRIKES ~~ > 
i 956,600 769,800 1,655,100 313,930 
6— New MACHINERY FROM Home PROQUCTION 
(Cumucative Totats) 
1,104 1,952 2,886 3,086 
180 283 273 . 300 
fan 2,736 4,156 1,246 1,846 





trust of labour for capital : remove capitalism, and the sickness 
would be cured? Yet the conclusions drawn from prewar 
experience of mechanisation in the coal industry seem to be 
scarcely less applicable in 1948. The gist of Sir Charles Reid’s 
speech in Edinburgh was that the “ quiet but effective determin- 
ation ” and the steadfast observance of old customs still persist. 
There were still, he said, too many instances today of three 
men doing two men’s jobs. To make the reconstruction pro- 
gramme in the mines pay, an output of about 4 tons per man- 
shift at the face would be needed.+ In 1938, output per man- 
shift at the face was 2.9 tons ; today it was only 2.85 tons— 
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despite an increase in coal mechanically cut from 58 per cent 
of the total output in 1938 to 74 per cent wend (and an 
increase of the same order_in oF pace cony ying). ie for 
disputes, it had beén hoped that opis 
would be improveméat, bat Lee ta I 
that there was none. More tonnage was oat through disputes 
in 1947, even excluding the Grimethorpe stoppage, than in 1938. 

There is still room for further examination before a final 
diagnosis is made. Such an examination is wegent, and the im- 
pulse to keep unpleasant issues in the background does not justify 
the shirking of it. Losses of coal through the Grimethorpe 
dispute were excluded by Sir Charles Reid from his sobering 
analysis. But what of the issue on-which the Grimethorpe 
dispute was fought ? What has happened to the reassessment 
of tasks in the mines which was to have accompanied the five- 
day week? The procedure was to be that mine managers 
would go through the pits with the men’s committees, reviewing 
the work, taking note of the changed technical conditions 
of modern mining, and determining by agreement a fair day’s 
work for each man. What has happened to it? It was a part 
of the agreement for the five-day week. It is no less essential 
in the mines than in other industries where technical improve- 
ment is stultified by out-of-date price lists and restrictive 
practices. Yet report has it that the reassessment of tasks. has 
made little or mo progress. 

That is one subject for examination. Another that cannot 
be avoided is the reconstruction of the mines themselves. The 
Coal Board has appointed Mr E. H. Browne to take charge 
of reconstruction and planning ; it would be useful to bring 
long-term reconstruction into clearer relationship with the 


The London Bullion Market—II 
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current programme of mechanisation in the mines. There 
after all, be some force in the contention that part of the present 


te-equ tis wasted, or at ne is yet fully producti 
ee iperyred in lay f= have still to be . 
atop is 


put off. A-thisd question that-is ft urgent is the place 
of mine ds in the Coal Board’s organisation. Resigna- 
tions that have“recently taken place are the more disquieting 
because so often it has been the best men who have resigned, 
It seems to be not the conservative and cautious technician, 
but the imaginative and progressive, who finds the greatest 
difficulty in working effectively under the new order. Why is 
this? The answer usually given is that the structure of 
Coal Board splits up responsibility among separate functi 
and avoids placing it fully at any point in any one pair of hands: 
The executive, consequently, does not feel himself to be fully 
in charge of his job, and the influences which deter him from 
initiative become too strong. Can this be prevented without 
too great a weakening of central control ? 

The trend of affairs in the industry is such that answers must 
be sought to these questions. Resources of labour, of money, 
and of equipment are being poured in for what, so far, seems 
an inadequate return. Management under nationalisation still 
has to solve the problem of the psychological relationship 
between management and labour. [It has still to determing 
in practice whether the industry is run for the public benefit 
or for the benefit of the persons engaged in the industry. It 
has still to find for itself an administrative structure that does 
not disperse responsibility and muffle initiative. It has still te 
discover the loyalties that are to hold it together and the human 
motive forces that must keep it alive. 


Silver Trading under Difhculties 


HE first of these two articles examined what was left of the 

London market's trade in gold bullion. Changes in silver 
dealings during and since the war have been no less important. 
The London silver market now falls into four distinct categories. 
The first deals with silver for essential domestic industrial users. 
There is also a free internal silver market. Then there is the 
market in what is called “ pound exportable ” silver, which is 
silver purchased in the sterling area and exportable under 
licence. Finally there is the most interesting but least definable 
section of the market, which deals in silver bought in one non- 
sterling country and sold to another. 

Silver required for essential industrial uses in this country 
is now made available by the Bank of England through the 
recognised authorised dealers in London. It is sold at the 
official price which is fixed each day but which, since November 
6th last year, has held rigidly at 45d. per fine ounce. This is at 
parity with tite New York price which for some time past has 
been steady at 74% cents. There was a period during 1947 
when responsibility for buying and supplying silver for essential 
industrial users was placed on authorised dealers in the bullion 
market. The Bank of England withdrew from the market in 
February, 1947, and announced that silver for essential purposes 
could be acquired from the cheapest sources, irrespective of 
what currency had to be paid for it. Most of the silver thus 
purchased was dollar silver, licences for which continued to 
be granted long after the suspension of convertibility of ster- 
ling. It was only last December that the market was officially 
informed that dollars would no longer be provided to buy silver. 
Thereafter, the earlier practice was restored. Supplies of 
silver to satisfy these requirements were by then being fed by 
the gradual withdrawal of silver coins from circulation. Last 


year essential industrial users absorbed about 12} million 
ounces, and turnover continues to run at about 1,000,000 
ounces a month. 

The free internal silver market is of much smaller propor- 
tions. It is fed partly by jewellers’ scrap which has been refined 
and from holdings of bar silver which sometimes find their 
way to the market. The silver is sold to jewellers and 
manufacturers who do not rank as “ essential” and therefore 
do not qualify for the silver provided by the Bank of England. 
The current price for this free internal silver is 51d. to 534. 
per fine ounce. The market is small, with a turnover of a 
few thousand ounces a week. Demand comes partly from 
hoarding—a more intelligent form of it than the collection of 
silver coins which has become such an engrossing pastime 
in certain sections of the agricultural community. 

The two other sections of the market deal with entrepot 
trade. This trade falls into two categories—silver bought im 
sterling countries and the rest. The “ pound exportable ” silver’ 
can be bought without any specific. permission from the? 
authorities, though the formalities of obtaining an import licence’ 
have to be completed i in due course. This silver is largely of 
Australian origin and is re-exported—under licence of course— 
mainly to other sterling and soft currency countries. Export 
licences for such silver are granted with considerable free- 
dom, and the countries to which it has been destined have 
included even France. Last year, importts of silver from 
Australia amounted to nearly 3,000,000 ounces. The price for 
“pound exportable silver” at present ranges between 52d. 4 
54d. per fine ounce. 

By far the most interesting and intriguing section of the 
market is the residue composed of a heterogeneous collection 











geeks ~ 


wba s 


5. 
rt 


28S 


nust 
ney, 


ems 
ship 


does 
N to 


Fase ff 


od 


Ba%8/ ah 


Be BF 


= 


ee 





THE BCONOMIST, April 24, 1948 


of import-export deals for each of which special permission 
has to be obtained from the Bank of England and for which no 
clear definition can be given and no range of prides quoted, 
This market is hemmed in by the restrictions on, imiports and 
exports that arise from the peculiar shape of the British balance 
of payments problem. Every transaction in this part of the 
market is a law unto itself. It must be sought, pursued and 
completed in isolation and without reference to any published 
book of rules or even to precedents suggested by similar transac- 
tions completed in the past. 

During some periods last year, this section of the market 
acquired the semblance of a genuine free market and it handled 
aconsiderable volume of business. This was so during the period 
when sterling was effectively convertible, though the bulk of 
the turnover in this period was concentrated in the first three 
months of the year when India was still granting import licences 
for private purchases of silver. ‘The Government of India sus- 
pended the issue of import licences in March and this removed 
from the market the most persistent, and certainly the most 
important, source of demand. For the whole of 1947, exports 
of silver from this country to India amounted to nearly 26 mil- 
lion ounces, while the greatest source of imports of silver into 
Britain was the United States which shipped 21.4 million ounces. 
This traffic in silver epitomised all the pressures to which the 
gold reserve was subjected during this short period of converti- 
bility, involving as it did heavy dollar expenditure and, on the 
other side, heavy unrequited exports to sterling countries. 

The turnover in this market for exportable silver, though 
drastically cut in the first instance by the Indian Government’s 
decision to suspend import licences and later by the suspension 
of convertibility of sterling and the general tightening up of 
import and export licensing for silver, is nevertheless being 
maintained at a reasonable level. But business now depends 
upon finding silver and selling it to a country with a currency 
of somewhat harder quality than that of the country from which 
it was purchased. The list of countries ranged in order of 
hardness of their currencies is reputedly kept by the Bank of 
England. Itis kept a closely guarded secret, but many attempts 
are made to reconstruct it by the market, where it is irreverently 
referred to as the “ league table.” 


Unquestionably at the head of the table, leading by as many 
points as the Arsenal, is the United States. Equally unquestion- 
ably at the bottom, and in evident danger of relegation, is 
France. But between these two extremes, which are too obvious 
to allow of any doubt, there is enarmous scope for guessing. 
Is Russia harder than Persia, Belgium than Switzerland, Holland 
than Norway ? The authorities know, or at least they think 
they know, and arrange the order accordingly. The market’s 
first problem is to find out what the order may be, and, on the 
basis of that calculation or guesswork, to seek operations 


involving purchases of silver from countries standing lower in 
the table than the countries to which the silver is sold. The 
Bank of England will sanction licences for operations of this 
character. To take an extreme example, it would obviously 
sanction the purchase of silver from France and its export to 
the United States. But the more usual propositions that reach 
the Bank are far more subtle than this. Last year the United 
Kingdom imported silver from such non-dollar and non-sterling 
countries as Soviet Russia, Belgium, Peru, France and Jugoslavia, 
and exported silver to Switzerland, Turkey, Egypt, the Nether- 
lands, Norway and Sweden. Much of the business was arranged 
in accordance with the league table procedure. 


One difficulty about transacting this type of business is that 
each operation tends to consume a great deal of time and 
that while it is being arranged the order in the table may 
change. A dealer may, for example, discover that he can buy 
silver in country X and find a buyer at the right price in 
country Y. He would approach the Bank of England, which, 
on consulting the table, will give its general approval of the 
operation. It then behoves the seller in country X to get an 
export licence, the buyer here to obtain an import licence before 
proceeding to clinch the deal and get an export licence from 
Britain to country Y. By the time the first two steps have been 
completed, however, country X may have climbed above Y in 
the league table and the Bank of England may no longer be 
willing to grant the necessary export licence. The time element, 
which can be very considerable, and the unstable nature of the 
positions in the league table, make this type of silver business 
unusually difficult to transact. It says much for the ingenuity 
and pertinacity of the London market that a good many deals 
still find their way around the obstacles, 


Finally, mention should be made of the Treasury scheme 
by which silver is provided for export in wholly or semi- 
manufactured form. This scheme corresponds closely to the 
gold export float scheme described in the first of these 
two articles. The Treasury provided a revolving fund of 
silver for this scheme through the Bank of England. On 
evidence of export the silver is replaced with a small bonus and 
the amount in the float is thus rising steadily. This silver is 
made available at the official price. The manufactured silver, 
sheet and wire exported under this scheme require a licence 
from the authorities, and it may be assumed that in granting a 
licence the fullest possible information about price and costs 
is given to the Bank of England. As inthe case of the gold 
export float scheme, the authorities encourage the exporters to 
exact as high a price as possible in the markets in which they 
are selling. The amount of silver turned over under the scheme 
last year was about 4,000,000 ounces. The value of this business 
in maintaining valuable contacts and connections is far greater 
than mere turnover figures would indicate. 
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Marshall Aid and Inflation 


In most City discussions on the problem of inflation the focus 
has shifted this week from the Budget to Marshall aid. Un- 
certainties about the volume and nature of the aid which Britain 
can expect are bound to remain for many months, but there is 
one source of confusion which can and should be cleared up 
forthwith. Most of those in the City who have considered the 
problem at all seem to assume that aid secured under the Marshall 
Plan would inject an entirely new factor into the inflation equation 
as it presents itself at the moment. The popular argument takes 
one of two forms. First it is contended that the Government, by 
reselling Marshall goods to people in Britain, will secure a sterling 
income which will reinforce its budget surplus and thus make an 
additional contribution to the mopping up of the excess flow of 
public spending power. Hence it is suggested that, if the budget 
surplus was, as the Chancellor claimed, sufficient in itself to stop 
inflation, the total surplus, including the sterling receipts from 
Marshall goods, will be more than ts required. To that extent, 
it is argued, there would be an actual deflation. An alternative 
version of the same line of reason'‘ng concentrates upon the fact 
that part, at least, of the sterling receipts from Marshall aid must 
be segregated in a special fund in conformity with the Foreign 
Assistance Act. This segregation, so it is said, would not only 
exert a deflationary effect, but would also provide new resources 
which either directly or indirectly, would give support to the 
gilt-edged market. 

In principle, both lines of argument are fallacious. Any external 
means of relieving the pressure of inflation at home comes from 
the net import surplus as such and does not in the least depend 
upon the manner in which the imports are provided or financed. 
Marshall aid will certainly act in an anti-inflationary way, but not 
by reason of the fact that the goods are received by way of gifts 
or loans instead of being paid for in gold. The amount of the 
relief, in an anti-inflationary sense, will depend simply upon the 
extent to which Marshall aid enables Britain to raise the import 
surplus beyond the level at which it would have stood without 
such aid. But, despite Marshall aid, the prospective import sur- 
plus is scheduled to be reduced far below its present level. In 
other words, the external factor, so far from exerting a deflationary 
effect, will in fact work in an inflationary direction over the whole 
period in which Britain’s balance of payments is being restored 
to equilibrium. 

* . 5 


No Help for Gilt-edged 


The effects upon the central Exchequer will be similar. The 
Government will indeed get a sterling income by selling Marshall 
goods, but this income will be less than that recently secured by 
selling goods paid for in gold or by drafts on the dollar credits. 
Thanks to the Chancellor’s courage in keeping his large surplus 
intact, the central Exchequer should this year have a margin of 
funds available for debt redemption ; the employment of this sum 
should help to relieve the pressures on the gilt-edged market. But 
the margin available for this purpose will not be increased by 
the fact that Marshall aid is available because, even with that aid, 
the flow of funds to the Exchequer from the reselling of goods will 
be much less than it was last year. 

Nor will these basic principles be altered by the device of 
“segregation ” of the sterling proceeds of Marshall goods. Even 
this procedure will not provide amy extraneous benefit for the 
gilt-edged market. If there were no segregation the Treasury 
might use its margin to repay floating indebtedness to the banking 
system rather than to give direct support to the gilt-edzged market. 
On the other hand, if the ECA Administrator insisted that the 
segregated funds had to be kept in long-term British Government 
securities, some of these might be acquired by direct purchases 
from the market..-In-that-eveni,.the.debt redemption made pos- 
sible by the Exchequer surplus would in fact take place by re- 
purchases of long-term securities from the market, instead of by 
redemption of floating debt. It should be borne in Mifid, how- 
ever, that even if the Administrator insisted on so rigid a pro- 
vision as this, the requirement could equally be satisfied by mere 
transfer of long-term_securities from existing internal holdings of 
Government departments. 

Finally, any such operations as these cannot be considered in 
isolation from the Government’s gilt-edged policy as a whole, 
The principle of segregation was devised in the hope that it would 


Business Notes 






serve as a means of ensuring that the recipients of Marshall aj 
were not dissipating it by following simultaneously a : 
budgetary and monetary policy. After Sir Stafford’s lates 
Budget, Britain’s policy emphatically does. not fall into this 
category. If, therefore, unduly rigid rules laid down by 
Administrator seemed likely to have the effect of interfering with 
the monetary policy which seemed to the British authorities to 
be right on general grounds, they could—and surely would—take 
steps to prevent whatever disturbance was threatened. For j 
stance—to take a purely hypothetical example—if the Adminis- 
trator insisted upon specific re-investment of Marshall proceeds’ 
by direct purchase in the market, the authorities could neutralise 
- market effects by simultaneous sales from departmental 
holdings. : 


* * x 


How Will Economic Co-operation Work ? i 


The first annual appropriation proposed by the European 
Co-operation Administration was published in Washington last 
Tuesday. Mr Paul G. Hoffman has asked for £1,325 million 
($5,300 million), which will include £239 million for grain 
£128 million for cotton, £95 million for petroleum and 
million for tobacco. Britain is to receive the largest allocg- 
tion, amounting to £331 million. The main items include £42} 
million for grain, £174 million for dairy produce (mainly cheese), 
£15} million for meat, £12 million for sugar, £11} million for 
tobacco, £414 million for cotton, £29} million for petroleum 
products, £21 million for non-ferrous metals and £16 million for 
timber. It is uncertain whether expenditure on any particular 
commodity will necessarily be kept within the strict limit of the 
first allocation which has been published for it. The items do 
not represent additional supplies for this country ; they will me 
help Britain to secure its curtailed import programme wit 
involving so heavy a drain on its gold and dollar reserves. 

There are many points which have yet to be decided about the 
detailed administration of American Aid. There is, for instance, 
still no official ruling about “ off-shore purchases ”—that is, put- 
chases made from countries other than the United States from 
dollars provided by the ECA. But the mention of a figure 
as high as £42 million for grain suggests that at least part 
of this sum may be made available to pay for supplies of wheat 
to Britain under the Canadian contract. The State Department 
announced last January that under the programme of aid for 
the first 15 months, the United States would supply Britain 
with only 300,000 tons of grain, and at top prices the cost of this 
quantity would be under £9,000,000. Canadian wheat at present 
costs Britain about £60 million a year—a figure which will rise 
to £80 million when higher prices come into effect this summer, 
At a guess, some £34 million of the cost of Canadian grain might 
be met by Marshall dollars. This off-shore purchase—if indeed 
it is finally approved—would provide a useful relief to Britain’s 
visible trade deficit with But since this was running 
during January and February at an annual rate of £150 million, 
it is obvious that American Aid will not relieve this country from 
its major task of greatly increasing its exports to Canada. 

The technique of procurement of supplies under ERP is another 
difficult and undecided question. There are two alternatives. It 
may be that the Economic Co-operation Administration would’ 
buy supplies at controlled prices and» resell them to the recipient 
countries. Or the sixteen beneficiaries might be asked to buy their’ 
supplies directly in the American markets. If so, what effect would 
their uncoordinated purchases have in forcing American prices’ 
upwards ? There is also the problem of Argentina. Britain has! 
no contract with that country for the supply of wheat, though’ 
it would be a buyer at reasonable prices if it had dollars. But 
will Britain have a free hand in deciding what to buy and at 
what price, footing the bill with Marshall dollars ? Or will the 
United States prefer to draw up contracts with countries such’ 
as Argentina on its own terms and allocate the supplies to re 
cipient countries ? As a matter of general principle, Britain would 
doubtless prefer to retain freedom of commercial contact with! 
outside countries and that the American Government should 
procure supplies within its own borders. This is’ perhaps the 
most difficult open question about the’ programme. tae 

The question of allocation of supplies among the recip 
countries must also be decided. Where they are purchasing the 
same commodities, will they have to compete openly with on© 
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another ? A centralised buying organisation would avoid many 
difficulties which would arise in such circumstances. But who is 
to be responsible for such an organisation ? Would it follow the 
principles of the combined boards that operated during the war ? 
And, again, would it be centred in Washington or Paris? These 
are thorny problems which will need most careful consideration. 
But unless the administration of the Marshall Plan avoids an 
undue rise in prices, the programme of aid to Europe will run 
the danger of degenerating into a repeat performance of Britain’s 
experience with the American loan. 


* * x 


The Fund and Marshall Aid 


The International Monetary Fund announced this week that 
it would suspend. sales of dollars to nations participating in the 
Economic Co-operation Programme, save in exceptional or unfore- 
seen circumstances. The official communique making this some- 
what surprising announcement recognises that there would be 
objections to drawing up rigid rules on this subject, but for the 
coming year, that is for the first year of ECA, the general principle 
10 be followed is that members of the Fund participating in ECA 
shal! look to the Economic Co-operation Administration for 
their essential supply of dollars and that only in quite exceptional 
circumstances should they be allowed to purchase dollars from 
the IMF. The argument on which this decision is based is that 
the Fund and the members participating in ECA should have 
ag their objective the maintenance of the resources of the Fund 
at a safe and reasonable level during the period of ECA in order 
that at the end of that period such members may have un- 
encumbered access to those resources. As further support for its 
decision, the Fund quotes Article 14 of its charter which states 
that during the transitional period members should not impair 
the capacity of the Fund to assist its members or impair their 
ability to secure help from the Fund after the transitional period. 

The decision of the International Monetary Fund is based on 
the assumption that the reasonable dollar needs of the recipient 
Marshall nations will be duly looked after during the ECA pro- 
gramme. If that assumption is valid the decision of the IMF 
should give little cause for complaint. But it is prejudging the 
policy of the Economic Co-operation Administrator to assume 
that this will in fact be the case. Consequently, the edict issued 
this week by the IMF may in effect prove to be a serious handicap 
to the consideration of genuine requests for assistance. An 
unpublicised decision by the Board of Executive Directors to 
tighten up the “ means test” for applicants from the Fund would 
have achieved as much as the new decision. 

This issue has again emphasised the cleavage between those 
members of the Fund who regard their access to its facilities 
as a matter of unquestioned right, and those who place the 
emphasis on qualitative tests regarding both the economic situa- 
tion of the applicant and the uses to which he wishes to put the 
exchange he is purchasing from the Fund. There is little doubt 
about the side on which Britain stands in this debate. The list of 
countries which have used the Fund’s facilities provides the 


answer. 
* * * 


Price Control Concessions 


The changes announced by Mr Harold Wilson last week in 
the impending extensions of price control should avoid the worst 
difficulties that manufacturers and traders would have suffered 
from the formula first proposed ; inevitably, this improvement 
has involved some retreat by the Board from its original objective. 
It will be recalled that, as part of the scheme for stabilisation 
of personal incomes and prices, the Board planned a tighter 
system of price control for those categories of goods which had 
been only loosely controlled in the past. The Orders made for 
this purpose were originally to take effect on March 1sth ; after 
pressure from trade interests, the date was postponed until April 
26th ; now the whole batch of Orders is to be scrapped and 
teplaced by new ones which will operate from May 3. 

The main difficulty, as a Note in The Economist of March 27th 
showed, related to what are known as “ dissimilar” goods—that 
is, goods which could not be controlled by a “freezing” of 
prices at levels, ruling in the base period because they were not 
in fact being produced or sold then by the individual manufac- 
turer or trader. concerned, Failure to control such goods, as the 
Board recognised, would have made nonsense of the whole plan, 
by opening up. large loopholes for evasion, But since detailed 
and nicely discriminating control was administratively impractic- 
able, the Board chose a rough and ready method. Maximum 
Prices of “ dissimilar ” gocds were to be, for any particular manu- 
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facturer, the cost of the constituent raw material pius a prescribed 
margin. Such a system was bound cither to hold most manu- 
facturers in too tight. a clamp or to leave many of them. with 
such room, for mancenvre as to defeat the object of the whole 
policy.. The Board preferred the first of these evils—apparently 
without realising that the new system, if not evaded, would 
virtually stop manufacturers from making any effort to improve 
the types and varieties of their products, . 

The new formula for dissimilar products should not have this 
effect, for the maximum price is now to be the total cost.of.pro- 
duction plus 5 per cent—except, of course, for the exclusion of 
any costs attributable to increases in wages not sanctioned by the 
principles of the Personal Incomes White Paper. For most of 
the trades concerned, a margin of 5 per cent on turnover is 
probably not unreasonable, but the Government is prepared to 
consider epplications for am increase wherever it can be..shown 
to be unduly low. In short, these changes provide no solution 
for the fundamental dilemma of price control, An excessively 
rigid system has been made more flexible, but only at the cost 
of making the control itself less effective. That is bad from 
the Board’s point of view, but what is worse is that the retreat 
carries the formula back to the worst principles of cost-plus, 
and thus gives manufacturers and traders a positive incentive 
to inflate any or all of their costs. 

Other changes in the pattern of the original Orders also seek 
increased flexibility and will remove a number of anomalies. 
In particular, the standard base period is to be varied to meet 
the special case of seasonal trades, and in certain other cases the 
price in the base period will be increased by a prescribed margin 
to allow for recent increases in the prices of certain raw materials, 
including leather (in consequence of the withdrawal of the 
subsidy), cotton and cloth. Apart from these special cases, the 
maximum price, for any particular manufacturer, of goods other 
than “dissimilar ” goods will be the lowest price which he was 
charging for the same article during the first two months of this 
year. It should be emphasised that these provisions apply only 
to the particular categories of goods—mainly non-essential or 
unstandardised articles—prescribed in the Orders. Most other 
goods, especially in the utility ranges, are controlled by specific 
and more complicated formule which are not affected (except 
for the new rule about treatment of wages) by the new measures. 





Is Australia your market? 





Do the people of Australia buy your products? Or do you 
buy theirs? Whichever is the case, the Commonwealth 
Bank of Australia is able to give you considerable assistance. 
Guaranteed by the Commonwealth Government, the 
Bank has 330 branches throughout Australia and New 
Guinea; it has an unrivalled first-hand knowledge. of 
Australian produce and Australian requirements ; it. is, 
therefore, unusually well equipped to facilitate trade 
between this country and the Commonwealth. The 
Managers of the London branches welcome enquiries 


from those whose interests lie in the Australian market. 
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Banking in Germany 
The recent news from Germany suggests that a currency 
reform scheme is approaching. The authorities in the French 
zone have now agreed to allow the Land banks in their zone to 
jain the new central banking organisation which, under the Bank 
Deutscher Laender, will ultimately be responsible for the 
issue of currency and control of banking polity in the three 
Western zones in Germany. ‘This central organisation will for 
the time being be established in Frankfort and will operate under 
the ultimate direction of the Allied Bank Commission represent- 
ing the Allied authorities. The concern of this bank will be 
exclusively with the Land Central Banks for which it will dis- 
count, operate in the exchange market and from which it will 
accept deposits. The new central bank will also serve as fiscal 
agent for the bizonai Economic Administration and for the Joint 
Export-Import Agency. The whole of the practical central bank- 
ing business will, however, be conducted by the Land Central 
Banks and the new organisation will be little more than the 
equivalent of the Board of Governors of the Federal Reserve 
System in the United States. There may be many points of 
detail on which this scheme can be criticised but it is high time 
something was done, and any initiative now in the direction of 
German banking and monetary reform is better than the virtual 
passivity that has hitherto marked Allied policy in these matters. 
Other straws in the wind of monetary reform are the announce- 
ments that foreign banks may again operate in Germany, 
and that for the time being the mark will be given 
a mew conversion rate (it is not to be regarded as an exchange 
rate) of 30 US cents, or 1s. 6d. The announcement about the 
reopening of branches of foreign banks in Germany is not ex- 
pected to lead to any rush on the part of Brit.sh institutions. 
Barclays DC & O have a building in Hamburg and one or twe 
of the British overseas banks have in the past had direct represen- 
tation in Germany. It will be some time before these offices are 
in active operation again. The American banks are expected 
to show rather more active initiative in this respect and the Chase 
National Bank has already opened branches in Frankfurt and 
Stuttgart. One of the problems that will have to be solved before 
foreign banking can again be freely transacted by and with Ger- 
many is that of the old standstill debts. As matters stand, the 
creditors could attach assets normally accruing to German banks 
in the course of their business, and this possibility wil’ have to be 
obviated by an agreed deferment of the whole standstill liability 
if German foreign banking is to be allowed to revive. 


* * x 


Restriction on Capital to Australia ? 


A certain amount of unwanted capital is evidently flowing 
to Australia from other parts ofthe sterling area: “Mr Chiftey 
has remonstrated publicly and threatened to take defensive 
measures. This does not mean that another nail has been driven 
in the coffin of the sterling area. As yet no action has been taken 
by Australian banks to contro] or restrict the movement of funds 
from Britain to Australia. But when would-be transferors appear 
they are sometimes reminded that under the Australian currency 
regulations they may be prevented from reversing the operation 
and from repatriating their capital if ever they wish to do so. 
The restrictions on capital movements from Australia date from 
the crisis of the early "thirties and have never been annulled, 
though they are seldom used. The demand for Australian cur- 
rency has been stimulated in recent months by rumours of a 
revaluation of the Australian pound in terms of sterling. The 
rumours have little substance behind them. Even if sterling were 
devalued in terms of gold and dollars it is a moot point whether 
any advantage would accrue to Australia if it were to take the 
opportunity to reduce the present 20 per cent discount on the 
Australian pound. ° 


* * * 


Steel Expansion, Prices and Scrap 


When the White Paper on Capital Investment was published 
the expansion programme of the iron and steel industry was 
still under review ; the Government contented itself with the 
general remark that the programme “is vital to our recovery.” 
Mr Strauss circulated in answer to a question in the Commons 
on Monday a list of major schemes which have now been finally 
approved. It reveals that the review has not greatly affected 
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the major parts of the scheme, which are now making 
headway. The list contains 19 major schemes, beginning 


the immense extensions to the plant of the Steel Company" 
Wales at Margam, and it brings the projected cost of thy 
plans for expansion and re-equipment so far approved tg 
about £120 million, out of, say, £200 million (at present costs) 
which the industry had already proposed. A good deal of the 
work on these major schemes is in progress, and some are already 
coming into production. At Margam the new ore 

plant and one of the rebuilt blast furnaces are now 
working. Nearby, the vast new steelworks and sheet mills on the 
Abbey site are taking shape. One of the new blast furnaces gr 
Consett, and (belatedly, owing to coke shortage) the third blast 
furnace of Colvilles at the Clyde Ironworks, are in production, 
The reconstruction of the melting shop of Stewarts and 

at Clydesdale, the replacement of the coke-oven battery of Unite, 
Steel Companies at Treeton, and the new open-hearth furnace 
of John Baker and Bessemer at Rotherham, are all in progess ; 59 
are the improvements to the Richard Thomas and Baldwins 
plant at Scunthorpe. The United Steel Companies’ programme 
at Scunthorpe provides for a new coke oven battery, the replace- 
ment of two blast furnaces, and a new melting shop ; the latter is 
in operation and the rest may be in production by midsummer, 
At Corby the ore preparation plant of Stewarts and Lloyds is 
advanced, and the new melting shop and coke ovens are expected 
to be working early in 1949. At most of the remainder the 
preparation of sites, at least, has begun. 


The reduction of {1 a ton in the prices of certain qualities 
of cold reduced steel sheets from Ebbw Vale and Shotton was 
announced on Monday by the Sheet Makers’ Conference, which 
stated that it was “made possible by the modernisation which 
has taken place in the steel sheet industry.” Ir covers a sub- 
stantial amount of the steel sheet ourput, and should benefit such 
big users of sheet steel as the motor vehicle industry. ; 


The committee which was appointed only six weeks ago to 
examine the question of German steel scrap supplies, has already 
submitted a preliminary report, and Mr. Strauss informed the 
Commons on Monday that “ measures are being taken to provide 
additional facilities for obtaining scrap from Germany.” 
explained that this meant the provision of more tractors a 
cranes for handling scrap, which, so far as it goes, will be welcome, 
But it does not solve the problem of inducing Germans to paft 
with commercial scrap which they do not want to sell. This 
central problem has still 10 be dealt with, and it is presumably 
pis re the committee to tackle it until currency reform is 
settled. 


* * * 


Export—Import Race 

Exports in March set up a postwar record, their volume being 
129 per cent of the 1938 level, compared with 128 per cent in 
January and 117 per cent in the fourth quarter of 1947. By value 
exports totalled £121 million and reached the highest level since 
July, 1920. On the basis of 26 working days to a month, the valué 
of exports over the past nine months would run as follows:— 

Exports From UNITED KINGDOM 
(on basis of 26 working days a month) 
(£ Million) 


July .. 106 October 104 =January ... 115 
August ... 973 November 106 = February 122 
September 99 December... 1145 March 126 


This trend is distinctly encouraging and shows that the export 
drive is bearing fruit. But the harvest is still a good way off. 
The vehicle group has again outstripped machinery as the main 
exporter ; its exports in March exceeded {£20 million for the 
first time in history. The tonnage of machinery shipped abroad 


as a whole dropped, although exports of cotton manufactures 

were slightly better. 2 
Progress towards the end-of-year targets, calculated in terms of 

values, is shown im the accompanying table. The figures are 

monthly rates at current values, except for the revised 

which are expressed in end-1948 prices, computed on 

of Trade’s assumption that export prices will rise by 5 per cent 
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export groups, iron and steel.manufactures exceeded their target 
rate in March, while vehicles.were running very close to them. 




















Exports oF United Kincbdom Goons anp Propuce 
(£ Million) 
1948 
sibilant Revised 
Monthly Targets 
Average Monthly end 
4th Otr. Average 1948 
1947 Jan. Feb. Mar. Ist (Monthly 
Pi. Rate) 
948 | 
LT Tn wt ke CRE eae eeeat ae oe eee ee 
: | | 
Food, Drink and Tobacco... 6-44 | §$-17 7-14}. 756 7-62 &: 
Raw Materials .........4 2-41 3-52 4°16 | 3-91 3-86 $0 
GAM nos ets k sgt toed 0-28 | 0-96 1-20} 2-58 1-25 3-90 
Manufactures. ...e. 6. sees 93-36 | 104-21 97-7 105-79 | 102-82. | 132-15 
Pottery, glass, etc. ..... 332 | 3-59 3-31 | 3-83 3-57 4-25 
Jron and steel... 2.2... 7-57 8-48 6-86 8-29 7-88 8-10 
Non-ferrous metals. .... 3-76 5-34 4-71 4-26 4-78 4-55 
‘Implements and instru- 

MONS... scp sine db dag 3-22 3-59 3-07 3°35 534 3-35 
Electrical goods ....... 4:79 5-71 4-93 5-3 5-31 6-60 
Machimery 00... 6.0525 17-04 19-42 17-34 19-73 18-83 22-05 
Cotton manufactures ... 7-15 8-53 8-57 8-60 8-56 13-00 
Wool . are 5-99 7-21 6-85 6-92 7-00 12-40 
Rayon & silk ,, 2-76 2°99 3:19 2°49 2-89 4-40 
Other textiles éa2 2-33 2-22 2-17 2°21 2-20 3-40 
Apparel. 2. ¢ép2 22:00 2°48 2°49 2°23 2:11 2-28 4-20 
Chemieais ov cchesetens 5-83 6-76 5-71 6-65 6-37 8-05 
Paper, cardboard, etc... | 1-52 | 1°86 l) 1-64 1-67 1-72 2-20 
Vohickes ...s Zansavaivs | 16-89 16-44 | 18-98 § 20-18 | 18-53 21-50 

Cther -Ttems ... «ches cats 4°25 2-65 3:91 3:69 | . 3-75 3-50 
FOTAL si kd. 5 pean ; 106-46 139-55 | 112-92 120-96 117-81 150-00 
126 150 


{ 


(Volume Percentage of 1938) ua?! «128, sD 


Despite this great effort in the expansion of exports, the visible 
adverse balance.of trade during March rose to £51 million—the 
highest since September last year. This was caused by an increase 
in the value of imports to £178 million last month—a record 
except for July last year and January, 1920. The increase in 
imports arose from larger arrivals of grain and dairy produce, 
and of wool, oil-seeds and oil among the raw materials. To some 
extent, these increases are seasonal but it is patent that Britain 
is still importing at a far higher rate than was assumed in the 
Economic Survey, and, moreover, the full strain of h:gher prices 
for the 1948 food contracts has yet to be felt. The visible adverse 
balance for the first quarter of the year was £119 million, com- 
pared with £96 million in the same period of 1947. 

* 


Car Exports and the Franc 


Restrictions on the import of motor-cars have become so 
widespread in Europe (though by no means only in Europe) that 
exporters are being driven into keener competition for the limited 
markets still open. The competitive strength of the French car 
industry is therefore of increasing interest to British motor manu- 
facturers. The accompanying table (reproduced from a recent 
Progress Report of the Society of Motor Manufacturers and 
Traders) shows that both industries are pushing sales intensively 
in a few of the smaller countries. Two of these surviving Euro- 
pean markets, Belgium and Switzerland, are neighbours and old 
customers of France, and here the French have succeeded in 
holding their trading position. 

CoMPARATIVE Exports OF CARS TO CERTAIN OVERSEAS MARKETS 
(11 months of 1947) 


re et a ete pee ee ee ; 
{ | | % of Market 
| Total iii iadihimeatabcssendigiciee 














B | 3B B By | UK, 
To UK renee ugA | Canada France, : 
\ UK France 
, Canada | 
ee NR ek ee ee 
i | | | } { 
Australia... ss 3-+-<s 16,871 | 125 | 4,327 | 12,666 | 33,989 | 49-6 0-4 
Belgium ..........0e5 10,156 14,414 | 18,994 1 | 43,565 | 23-3 33-1 
New Zealand .......<. | 12,654 Nik j 728 4,671 18,053 70-1 Nil 
WOK. £6 aint% sonab ada | 10,005 | 769 7,536 . 3,700 | 21,810 45-9 3-5 
South Africa, ......... | 9,088 | 2,373 , 26,546 | 8,292 © 46,299 ' 19-6 5-1 
Switzerland .......... |. 5,860 5,925 | 5,342). Nil 17,127 34-2 46 
Whi ds Aareakiens xsd 4,986 Nil | 1.749} Nil | 6135 | 74-0 | Nil 
wreten. bh eih iia ts | 5,6 2,376 | 12,396 | : 1 20,469 27-8 11-6 
Pottngal. ¢. . ssbsiuveisde 4,302 1,681 | 3,575 | . Nil | 9,558 45-0 17-6 
MATA ~ vinnck dos teak 4,028 220 | 957 | »367 6,572 61-3 3:3 
Netherlands 1.0.0... 4,307 | L612 | 7,796) 2 | 13,716) 31-4} dbs 
Argentina ....<+++++<- 3,135 1,645 22,254 97 | 27,131 | 11-6 6-1 


They have done so in the teeth of great production difficulties 
and, until lately, of an adverse currency situation. The devalua- 
tion of the franc has changed the currency situation, at least for 
a short period, in favour of the French exporter ; immediately 
it should have enabled him to reduce. prices by 62 per cent in 
the dollar area and by 44 percent in countries to which the 
“free” rate does not apply. Other factors will intervene, no 
doubt ; certain components on imported supplies w 


have become dearer to the French motor , and iv i 
to be seen whether the steady general rise of the French i 
price level, on which production costs depend, has been decisivel 
meee ch ren ten does not mean that the French price advantage can 
ignored. : 

But there is a limit to the extent.to which the French exporters 
can, use their new advantage ; the inability of their motor industry 
to produce in quantity sets the limit for the present. The French 
industry was making about, 6,500 vehicles a month. between 
August and October last. year—about a quarter.of the British 
production, and only a third of the French production in 1938 ; 
and there was a decline towards the end of the year owing to 
the strikes.. French exports have lately been about 4,500.¢ars 
a month, an impressive proportion of total output, but not a 
large enough quantity to maintain the status of a major, world ¢x- 
porter. French producers complain of the same handicaps as British, 
but in intensified forms: shortage of materials and components, 
Government control of materials, of output, of . exports, ‘and 
even of design. In design too they are under the same disability 
as many British manufacturers, owing to the technical difficulty, 
if not impossibility, of retooling on the scale necessary tu produce 
new models in quantity. In general (and with such notable ex- 
ceptions as the 760-cc. four cylinder rear-engined Renault) they 
are turning out much the same cars as before the war: for the 
most part, light cars with cheap running and low fuel consump- 
tion as their first recommendations. Of some of their new models 
a good deal has been heard, and French ingenuity in the light car 
field is impressive ; but these are not yet in production on a 
commercial scale. It may not be long before they are. The 
SMMT report observes that it is probable that “ am impetus will 
be given to French car exports, at least for a period,” and “ British 
manufacturers will be inclined to keep a wary eye upon the 
figures.” 


H 


* * * 


Bulls in the Cotton Market 


World cotton markets seem determined to give the Raw 
Cotton Commission little respite. The Alexandria market twelve 
days ago received a rude shock when the Egyptian Government 
re-imposed the export tax on cotton. It had been in abeyance 
for two years and although its re-introduction had been rumoured 
for some time, it was generally expected to be at the old rate of 
about 4d. a lb. The new tax, however, turns out to be 2}d. a Ib. 
and it has been brought into immediate effect. The first reaction 
was a sharp fall in spot prices for all varieties by more than 2d. 
a lb., but later the market became firm and this week Karnak, 
which stood at 58d. a lb. on April 12th, was quoted at 61d. 
Nevertheless, exporters who contracted for sales prior to the 
re-imposition of the tax have been badly hit. 

A week ago, cotton prices in New York rose sharply from 
37.93 cents a Ib. (22.6d.) to 38.67 cents (23.15d.) This rise was 
attributed to speculative buying in anticipation of Marshall aid. 
By the end of the week, however, reports suggested that the 
first Marshall shipments would consist entirely of foodstuffs and 
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Banking in Germany 


The recent news from’ Germany suggests that a currency 
refotm scheme is approaching. ‘The authorities in the French 
zone have now agreed to allow the Land banks in their zone to 
join the new central banking organisation which, under the Bank 
Deutscher Laender, will ultimately be responsible for ‘the 
issue of currency and control of banking policy in the three 
Western zones in Germany. ‘This central organisation will for 
the time being be established in Frankfort and will operate under 
the ultimate direction of the Allied Bank Commission represent- 
ing the Allied authorities. will t 
exclusively with the Land Central Banks for which it will dis- 
count, Operate in the exchange market and from which it will 
accept deposits. The new central bank will also serve as fiscal 
agent for the bizonai Economic Administration and for the Joint 
Export-Import Agency. The whole of the practical central bank- 
ing business will, however, be conducted by the Land Central 
Banks and the new organisation will be little more than the 
equivalent of the Board of Governors of the Federal Reserve 
System in the United States. There may be many points of 
detail on which this scheme can be criticised but it is high time 
something was done, and any initiative now in the direction of 
German banking and monetary reform is better than the virtual 
passivity that has hitherto marked Allied policy in these matters. 


Other straws in the wind of monetary reform are the announce- 
ments that foreign banks may again operate in Germany, 
and that for the time being the mark will be given 
a new conversion rate (it is not to be regarded as an exchange 
rate) of 30 US cents, or 1s. 6d. The announcement about the 
reopening of branches of foreign banks in Germany is not ex- 
pected to lead to any rush on the part of Brit.sh instirutions. 
Barclays DC & O have a building in Hamburg and one or twe 
of the British overseas banks have in the past had direct represen- 
tation in Germany. It will be some time before these offices are 
in active operation again. The American banks are expected 
to show rather more active initiative in this respect and the Chase 
National Bank has already opened branches in Frankfurt and 
Stuttgart. One of the problems that will have to be solved before 
foreign banking can again be freely transacted by and with Ger- 
many is that of the old standstill debts. As matters stand, the 
creditors could attach assets normally accruing to German banks 
in the course of their business, and this possibility wil’ have to be 
obviated by an agreed deferment of the whole standstill liability 
if German foreign banking is to be allowed to revive, 


7 * * 


Restriction on Capital to Australia ? 


A certain amount of unwanted capital is evidently flowing 
to Australia from other parts of the sterling area. “Mr Chiftey 
has remonstrated publicly and threatened to take defensive 
measures. This does not mean that another nail has been driven 
in the coffin of the sterling area. As yet no action has been taken 
by Australian banks to control or restrict the movement of funds 
from Britain to Australia. But when would-be transferors appear 
they are sometimes reminded that under the Australian currency 
regulations they may be prevented from reversing the operation 
and from repatriating their capital if ever they wish to do so. 
The restrictions on capital movements from Australia date from 
the crisis of the early ’thirties and have never been annulled, 
though they are seldom used. The demand for Australian cur- 
rency has been stimulated in recent months by rumours of a 
revaluation of the Australian pound in ‘terms of sterling. The 
rumours have little substance behind them. Even if sterling were 
devalued in terms of gold and dollars it is a moot point whether 
any advantage would accrue to Australia if it were to take the 
opportunity to reduce the present 20 per cent discount on the 
Australian pound, . 


* * * 


Steel Expansion, Prices and Scrap 


When the White Paper on Capital Investment was published 
the expansion programme of the iron and steel industry was 
still under review ; the Government contented itself with the 
general remark that the programme “is vital to our recovery.” 
Mr Strauss circulated in answer to a question in the Commons 
on Monday a list of major schemes which have now been finally 
approved. It reveals that the review has not greatly affected 
the major parts of the scheme, which are now making good 
headway. The list contains 19 major schemes, beginning with 


The concern of this bank will be. 
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the immense extensions to the p'ant of the Steel Companyngt 
Wales at Margam, and it brings the projected cost ‘of ofy 
plans for expansion and re-equipment so far approved’ tg 
about £120 million, out of, say, £200 million (at present Costs) 
which the industry had already proposed. A good deal of the 
work on these major schemes is in progress, and some are already 
coming into production. At Margam the new ore w 
plant and one of the rebuilt blast furnaces are now 
working. Nearby, the vast new steelworks and sheet mills on the 
Abbey site are taking shape. One of the new blast furnaces gr 
Consett, and (belatedly, owing to coke shortage) the third blast 
furnace of Colvilles at the Clyde Ironworks, are in production, 
The reconstruction of the melting shop of Stewarts and Lloyd 
at Clydesdale, the replacement of the coke-oven battery of Unite 
Steel Companies at Treeton, and the new open-hearth furnace 
of John Baker and Bessemer at Rotherham, are all in progess ; 390 
are the improvements to the Richard Thomas and Baldwins 
plant at Scunthorpe. The United Steel Companies’ programme 
at Scunthorpe provides for a new coke oven battery, the replace. 
ment of two blast furnaces, and a new melting shop ; the latter is 
in operation and the rest may be in production by midsummer, 
At Corby the ore preparation plant of Stewarts and Lloyds is 
advanced, and the new melting shop and coke ovens are expected 
to be working early in 1949. At most of the remainder the 
preparation of sites, at least, has begun. 


The reduction of £1 a ton in the prices of certain qualities 
of cold reduced steel sheets from Ebbw Vale and Shotton was 
announced on Monday by the Sheet Makers’ Conference, which 
stated that it was “made possible by the modernisation which 
has taken place in the steel sheet industry.” It covers a sub- 
stantial amount of the steel] sheet ourput, and should benefit such 
big users of sheet steel as the motor vehicle industry, a 


The committee which was appointed only six weeks ago t 
examine the question of German steel scrap supplies, has sea 
submitted a preliminary report, and Mr. Strauss informed th 
Commons on Monday that “ measures are being taken to provide 
additional facilities for obtaining scrap from Germany.” He 
explained that this meant the provision of more tractors and 
cranes for handling scrap, which, so far as it goes, will be welcome, 
But it does not solve the problem of inducing Germans to part 
with commercial scrap which they do not want to sell, Thi 
central problem has still to be dealt with, and it is presumably. 
hard for the committee to tackle it until currency reform is 
settled. tag 
* * * 


Export—Import Race 


Exports in March set up a postwar record, their volume being 
129 per cent of the 1938 level, compared with 128 per cent if 
January and 117 per cent in the fourth quarter of 1947. By value 
exports totalled £121 million and reached the highest level simee 
July, 1920. On the basis of 26 working days to a month, the valilé 
of exports over the past nine months would run as follows:— 


Exports From UNITED KINGDOM 
(on basis of 26 working days a month) 


(£ Million) 
Bde 106 October 104 =January ... 115 
August ... 973 | November 106 = February 122 
September 99 December... 1145 March 126 


This trend is distinctly encouraging and shows that the export 
drive is bearing fruit. But the harvest is still a good way off, 
The vehicle group has again outstripped machinery as the main 
exporter ; its exports in March exceeded £20 million for the 
first time in history. The tonnage of machinery shipped abroad 
equalled the January record of 69,600 tons and its value (£197 
million) was slightly higher. Coal exports were one-third higher 
in quantity—and nearly 50 per cent higher in value—than the 
average for the two previous months. But exports of textiles 


as a whole dropped, although exports of cotton manufactures, 
were slightly better. 3 


Progress towards the end-of-year targets, calculated in terms-of 
values, is shown in the accompanying table. The figures are all 
monthly rates at current values, except for the revised targets 
which are expressed in end-1948 prices, computed on the Board 
of Trade’s assumption that export prices will rise by 5 per cent 
during the course of this year ; some allowance for this assump- 
tion should be made in any comparison between actual 
and the target figures, The weak spots in the export drive 
be seen at a glance: they are coal, cotton manufactures, W 
manufactures and clothing. Rayon and silk and icals | 
among the industries of which more is expected Of the mi 
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export groups, iron and steel manufactures exceeded their target 
rate in March, while vehicles.were running very close to them. 


Exports oF UnitEp Kincbom Goopds aNp PRropucer 




















(£ Million) 
1948 

veibebctiitnnibibaeie sh A uss: Revised 
Monthly Targets 

Average Monthly end 

$th Otr., Average 1948 
1947 Jan. Feb. Mar. | Ist (Monthly 

| Pir Rate) 

: ; | 

Food, Drink and Tobacco. . 6-44 8-17 | 7-44 rf 7-62 8-35 

Raw Materials .........5 a4} 952 | ate | sor | S88 | BoD 
COON 0s eis ¥ Jobe See 0-28 ; 0-96 1-20 1-58 1-25 3-90 

Manufactures... ces seen 93-36 | 104-21 G7-7k | 105-79 | 102-57. | 132-15 
Pottery, glass, etc... ... 3-12 3-59 3-31 3-83 3-57 4-25 
Jron and steel ......... 7-57 8-48 6-86 8-29 7-88 8-10 
Non-ferrous metals. .... 3-76 534 4-71 4-26 4-78 4-55 
Implements and imstru- 

OD .< iich wd deine 3-22 3°59 3-07 3+35 3-34 3°35 
Electrical goods ....... 4-79 5-71 4-93 5-3 5-31 6:60 
Machimety ....3. 6.02. 17-04 19-42 17-34 19-73 18-83 22-05 
Cotton manufactures ... 7-15 8-53 8-57 8-60 8-56 13-00 
Wool aa aan 5-99 7-21 6-85 6-92 7-00 12-40 
Rayon & silk .,, 2°76 2-99 3-19 2°49 2-89 4-40 
Other textiles gaa 2°33 2°22 2-17 2°21 2°20 3-40 
Apparel 2. vehe esas secs 2°48 2-49 2°23 2°1L 2°28 4-20 
Chemieats 82227": 583 | 6-76 | 5-71] 6-65 | 6-37 | 8-05 
Paper, cardboard, ete... 1-52 1:86 | 1-64 1-67 1-72 2-20 
Webicles ... c, bibwee dees | 16-89 16°44 | 18-98 20-18 | 18-53 21-50 

Other Ltcms ...cceesecaes aa 3°65. | ..3-91 3:69. \ . 3-2 3°50 
FOR. i 0d... 5. Pk eeees ; 106-46 119-55 {| 112-92 120-96 117-81 | 150-00 
(Volume Percentage of 1938) t+ 117  +' 128 121 129 126 150 


Despite this great effort in the expansion of exports, the visible 
adverse balance of trade during March rose to £51 million—the 
highest since September last year. This was caused by an increase 
in the value of imports to £178 million last month—a record 
except for July last year and January, 1920. The increase in 
imports arose from larger arrivals of grain and dairy produce, 
and of wool, oil-seeds and oil among the raw materials. To some 
extent, these increases are seasonal but it is patent that Britain 
is still importing at a far higher rate than was assumed in the 
Economic Survey, and, moreover, the full strain of h:gher prices 
for the 1948 food contracts has yet to be felt. The visible adverse 
balance for the first quarter of the year was £119 million, com- 
pared with £96 million in the same period of 1947. 

e * a 


Car Exports and the Franc 


Restrictions on the import of motor-cars have become so 
widespread in Europe (though by no means only in Europe) that 
exporters are being driven into keener competition for the limited 
markets still open. The competitive strength of the French car 
industry is therefore of increasing interest to British motor manu- 
facturers. The accompanying table (reproduced from a recent 
Progress Report of the Society of Motor Manufacturers and 
Traders) shows that both industries are pushing sales intensively 
in a few of the smaller countries. Two of these surviving Euro- 
pean markets, Belgium and Switzerland, are neighbours and old 
customers of France, and here the French have succeeded in 
holding their trading position. 

CoMPARATIVE Exports OF CARS TO CERTAIN OVERSEAS MARKETS 
(11 months of 1947) 





% of Market 


t 
| 


| | 
} | Total 











| 
| 
By §B B } By j;_UK, 
To UK | ¥ranes usa ! Canada | France, : 

| UK France 

} \ Canada } 
é. Poe eae See Se ee 

eet : 
Australia... .sivis)+ +42 } 16,871 125 | 4,327 | 12,666 | 33,989 49-6 0-4 
Belgium .......... 22. | 10,156 | 14.414 | 18,994 1 | 43565 | 23-3 33-1 
New Zealand .,,.... 6. 12,654 Nil j 728 | 4,671 | 18,053 70-1 Nil 
DAUR. 6 dsndihsanah add ; 10,005 , 769 —s«24,336 3,700 | 21,810, 45-9 3:5 
South Africas. 2122.27 | “giogs’} 2,373 | 26,546 | 8.292 | 46,299) 19-6 | 5-1 
Switzerland .........5 i 5,925 | 5,342 Nik 17,127, 32 | 6 
Ml, ip cunsentkscheue 4,986 Nil | 1,749 } Nil 6,735 | 174-0 Nil 
Sreden. f. he kkiss ds 5,696 2,376 = 12,396 | 1) 20,469 27-8 11-6 
Kortagal.¢. . cise. ssks 4,302 1,681 | 3,575 | Nil | 9,558 45°0 17-6 
AGUA. <innsShis vad ; 4,028 | 220 957 | 1,367 6,572 | 61-3 3°3 
Netherlands ....... 26% 4,307 1,612 7,196 1 13,716 | 31-4 11:8 
Argentina .....:.+.-+- 3135 | 1,645 | 22,254 g7 | 27,131, 1-6 | 6-2 
} 
They have done so in the teeth of great production difficulties 


and, until lately, of an adverse currency situation, The devalua- 
tion of the franc has changed the currency situation, at least for 
a short period, in favour of the French exporter ; immediately 
it should have enabled him to reduce. prices by 62 per cent in 
the dollar area and by 44 per cent in countries to which the 
“free” rate does not apply. Other factors will intervene, no 
doubt ; certain components on supplies w 
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have become dearer to the French motor industry, and it remains 
i internal 


be ignored. 

But there is a limit to the extent.to which the French exporters 
can, use their new advantage ; the inability of their motor industry 
to produce in quantity sets the limit for the present. The French 
industry was making about 6,500 vehicles a month between 
August and October last. year—about a quarter.of the British 
production, and only a third of the French production in 1938 ; 
and there was a decline towards.the end of. the year owing to 
the strikes... French exports have lately been about 4,500.cars 
a month, an impressive proportion of total output, but nota 
large enough quantity. to maintain the status of a major, world ex- 
porter. French producers complain of the same handicaps.as British, 
but in intensified forms: shortage of materials and components, 
Government control of. materials, of output, of, exports, and 
even of design. In design too. they are under the same disability 
as many British manufacturers, owing to the technical difficulty, 
if not impossibility, of retooling on the scale necessary tu. produce 
new models in quantity. In general (and. with such notable ex- 
ceptions as the 760-cc. four cylinder rear-engined Renault) they 
are turning out much the same cars as before the war: for the 
most part, light cars with cheap running and low fuel consump- 
tion as their first recommendations. Of some of their new models 
a good deal has been heard, and French ingenuity in the light car 
field is impressive ; but these are not yet in production on a 
commercial scale. It may not be long before they are. The 
SMMT report observes that it is probable that “ an impetus will 
be given to French car exports, at least for a period,” and “ British 
manufacturers will be inclined to keep’ a wary eye upon the 
figures.” 


+ * * 


Bulls in the Cotton Market 


World cotton markets seem determined to give the Raw 
Cotton Commission little respite. The Alexandria market twelve 
days ago received a rude shock when the Egyptian Government 
re-imposed the export tax on cotton. It had been in abeyance 
for two years and although its re-introduction had been rumoured 
for some time, it was generally expected to be at the old rate of 
about 3d. a Ib. The new tax, however, turns out to be 24d. a Ib. 
and it has been brought into immediate effect. The first reaction 
was a sharp fall in spot prices for all varieties by more than 2d. 
a Ib., but later the market became firm and this week Karnak, 
which stood at 58d. a Ib. om April 12th, was quoted at 61d. 
Nevertheless, exporters who contracted for sales prior to the 
re-imposition of the tax have been badly hit. 

A week ago, cotton prices in New York rose sharply from 
37.93 cents a lb. (22.6d.) to 38.67 cents (23.15d.) This rise was 
attributed to speculative buying in anticipation of Marshall aid. 
By the end of the week, however, reports suggested that the 
first Marshall shipments would consist entirely of foodstuffs and 
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consequently cotton reacted to 38.12 cents a Ib. (22.7d.). In 
the past few days the market has again been firm, soutualeumder 
doubt by the publication of pan bee ap bf 

the European Recovery oul the New 
York spot price stood at 39.63 cents a ce, (23.6d.). Some £128 
million of Marshall aid is to cover cotton for all re- 
cipients, of which ‘the gdom may receive £414. million. 

These price?movements ‘may not afféct’ ees cotton» 

immediately, though sooner or later the’ Raw », Caan: 
prices will be adjusted to world levels, ‘Comiaeiat” has 
recently concluded a bulk contract with ‘the Sudan Government 
for 200,000 bales Of eotton’’at the cost f £10 million. This 
quantity is all blit’ 25,000 bales of the es output for 
1947-48, and ‘the average price works out at about 36d. a Ib. 
Although the’ pri¢e is double last season's, it is still below 
Alexandrian quotations for similar types and this purchase. will 
help to reduce British imports from Egypt. The British price 
for American cotton has been below replacement cost for some 
time and if the New York market continues to rise, pfices to 
British spinners may have to be increased. — 


x * * 


Redistribution of Labour 


A review of the operation of the Control of Engagements 
Order, after five months, suggests that the Ministry of Labour 
is meeting with some degree of success in its measures to correct 
the maldistribution of labour. Employment exchanges are now 
placing nearly twice as many workers as they did before the 
Order came into force. The February and March figures of 
375,000 workers placed in February and 368,000 in March com- 
pare with an average of 203,000 in the three months before 
October. It is true that the proportion of these men and women 
who were placed in “ first preference” manufacturing industries 
is still very small. It was 46,000 in February and 45,000 in 
March—only about 12 per cent of total placings. On the other 
hand, the net increase in employment in these industries in 
February was 0.5 per cent, compared with 0.1 per cent for other 
manufacturing industries, and they actually gained 3,000 women, 
whereas other manufacturing industries lost over 7,000 during 
February. The three main “target” industries named in the 
Economic Survey all increased their manpower. Agriculture 
gained 5,000, coal mining 2,000, and textiles, where the need is 
greatest, showed an increase of 4,500, including 2,400 in cotton. 
A fall in the building labour force is, at last, recorded and the 
manpower engaged in distribution slightly decreased. 

The process of redistribution seems irritatingly slow, but it 
is difficult to see by what means it could be accelerated. Without 
the Control of Engagements Order, there can be no doubt that 
the undermanned industries would have gone on losing labour. 




















The most obvious alternative—large-scale ould 
been politically and “administratively ‘im; “ oftly 
man was directed umder the Minister’s eee powers | 
February, bringing the total number of directions up to 7 
limits to rédistribution of labour are set, not only by the! 
of Labour’s restricted powers and by trade union attity 
also by purely physical factors, such as the shortage of hor 
in particular areas and the lack of facilities for the em 
of women, ® 
Indeed, perhaps the most disturbing feature of what is 
wise a fairly encouraging report is the decline in the numb er « 
women in industry, Whereas 29,000 more men were a 
numbers in civil employment in February, thé num wOthe: 
fell by 2,000. It seems likely that men will be increagings 
employed on women’s jobs, unless the defects can be made 
by an increase in the foreign labour force. In F 1 
more foreigners (Poles, EVWs and ex-prisoners 
recruited, compared with 12,000 in January. This is an aging 
but it will only be effective if the foreign workers can be trained 
and placed in productive employment with the utmost speed, © 


* * * 


International Shipping Conventions 


Shipowners have greeted the formation of the Inter. 
Governmental Maritime Consultative Organisation (IMCO): 
a somewhat resigned manner. Sir George Christopher, s 
as president of the Chamber of Shipping of the United Kin do 
recently declared that shipowners, both British and f 
would have preferred not to have had such an international 
organisation imposed on them at all. The IMCO Conventior 
which 21 Governments signed at Geneva in March (but 
still needs ratification) still contained certain dangers, in 
George’s opinion, even after allowing for the safeguards 
had been inserted. This may sound like a parochial view 
but the industry is entitled to its opinion. IMCO, a speci 
agency of Unesco, is to have its headquarters in London. — 
main objects are to provide machinery for technical co-ope 
among Governments with regard to shipping engaged 'n int 
national trade, and to encourage the removal of discriminatory 
action and unnecessary restrictions by Governments and private 
shipping concerns. It is known that the International Chanter 
of Shipping (the former International Shipping Conference) 
would have liked more direct representation as a safeguard against 
elaborate or unpractical shipping requirements which might 
upset the economics of the industry. But the Chamber has per- 
force to be content with indirect representation through its 
membership of the International Chamber of Commerce, which i , 
recognised by Unesco as a consultative body. 


(Continued on page 688) 












SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Staristics Supplement. 


reports appear in the Supplement : 


Notes on the following company 


Stewarts and Lioyds; Hadfields; J. and P. Coats; British Oxygen; Crosses and 
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7 istinction... 
A tale of escape to freedom began the 
rise to fame of La Tropical de Luxe 
Cigars, In 1875, a company of exiles, 
fleeing from the Spanish Oppression 
in Cuba, found in Jamaica not only 
sanctuary, but an ideal climate and 
soil for the growing of fine tobacco. 
To these men, with a life-long 
knowledge of tobacco cultivation, 
this was happy circumstance 
indeed. There and then they 
established the firm of Machado, 
and today La Tropical de Luxe 
Cigars remain unrivalled for 
their exquisite delicacy 
of flavour and their delightful 
mildness and bouquet. 


Obtainable in all the usual 
sizes, from 2/5§d. each. 


2 LA TROPICAL 
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Manufactured by the 
B. & J. B, Machado Tobacco Co. Ltd., Kingston, Jamaica. 
Wie Imported solely by Lambert & Butler of Drury Lane 
Branch of The Imperial Tobacco Company (of Great Britain & Ireland), Led. LTSH 





As Supplied to H.M. Forces 


With watch imports severely restricted the release of Government 
stocks of men’s high-grade Swiss watches provides an excellent 
opportunity. 15-jewel movements. Steel cases—waterproof, shock- 
absorbing and non-magnetic. 


(rombases - 212 | et £9.19.6 
CORTEBERT £11.10 LEMANIA ... £10.10 
cater. £16) tivainess” . £20 


IMMEDIATE DELIVERY « SENT POST FREE ¢ ORDER BY POST 


WARINGs GILLOW 


LIMITED. 
OXFORD STREET, LONDON, W.1. 
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want to know what 
you have to sell 


The under-35’s have settled down and are taking stock. After 


assuming greater responsibilities age for age than any other 
generation in history, they are now growing up as consumers. 
They are making comparisons and decisions and forming 
buying habits which are likely to remain with them for the 
rest of their lives—and no other age group has a longer span 
of buying life ahead 

More than one-third of our adult. population is under 35, 
and the Daily Mirror draws close on half a million more 
readers from this age-group than any other national daily 
paper 

A business whose future depends on the preference of the 


under-35’s will wisely plan to advertise in the Daily Mirror 





470,000 more adult readers under 35 than any other 
nationa! daily paper (vide independent Hulton Survey) 





Cost of advertisement space (per column inch per 
thousand readers) lower than any other national daily 


Daily 
Mirror 


THE NATIONAL PAPER 





WITH THE SECOND LARGEST SALE 
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ENGINEERING COMPANY, 
LIMITED — 
BRIGHT PROSPECT S 


The annual gener ting of this com- 
pany was held on the instant at Lough- 
borough. Sir Ronald W. Matthews, the 
chairman, presided. 

The following are extracts from his state- 
ment circulated to stockholders. 

At the annual general meeting held at the 
end of December, 1947, I forecast that the 
profit for the year 1947 would not be less 
than £300,000, and this forecast has proved 
to have been more than justified. The net 
profit is £337,611. 

The ourput of the electrical division on 
the basis of the imcreased production which 
we are already achieving is booked for more 
than a year ahead. To take one imstance— 
transformers ; output during the year ending 
December 31, 1947, was approximately 33 
per cent. in excess of that for the previous 
year, and the directors are confident that 
the rate of output by the end of 1948 will be 
ferther substantially increased. 

The electrical machine department has a 
full order book fer more than a year ahead, 
strengthened in the last few weeks by the 
receipt of a substantial order for alternators 
of the size in which we have been in mass 
production for some months. 

Subject always to the possibility of un- 
favourable developments in _ international 
relationships, I feel justified in saying that 
the company’s prospects for 1948 are bright. 
The company started the year with an order 
book of over £7,000,000, the results which 
ate available to the directors for the first 
three periods of 1948 show that output in 
those periods is 100 per cent. in excess of 
that achieved for the similar periods of 1947, 
and the profits shown are satisfactory. 

The report was adopted. 


BRITISH ROPES LIMITED 
VITAL EXPORTS 
rf 


of their industry, if a larger 
had been made available to them. An increase 


He would stress the point that the continual 
improvements made in the manufacture of 
their many products during past years were 
now having the effect on profits one would 
expect to see, so that the more they organised 
and improved efficiency the more production 
costs were decreased. In attempting to fore- 
cast he could only say that if peaceful con- 
ditions prevailed, their present output would 
be maintained, and since there was some hope 
of a larger supply of raw materials, production 
figures might rise above those for 1947, 


After satisfying the essential requirements 
of the home industry, the company’s policy 
was to maintain and increase the sale of its 
products in world markets and so add their 
quota to the export drive, which was so vital 
a need of the country today. Their products 
had been sent to many parts of the world, 
including substantial sales in hard currency 
areas, which was a very gratifying contribution 
to the export drive. The net profit for the 
year amounted to £768,988, an increase of 
£274,963. 

The report was adopted and the final 
dividend of 15 per cent., making 20 per cent. 
for the year, was approved. 
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GENERAL ACCIDENT. FIRE 


~, CORPORATION, LIMITED 


FURTHER EXPANSION _ 


The sixty-second annual general 
of this company will be held at Perth on the 
28th instant. 

The following is an extract from the state. 
ment of the en Frederick Richard- 
son, circulated with the report and accounts: 

Our world-wide operations in 1947 show 
a net profit of £413,805. We are providing 
the usual dividend of 4s. on the i 
shares ; ae a further sum of £ 
to the fire reserve fund and £137,701 to staf 
pension funds, leaving a carry forward of 
£351,890, which is shghtly more than last 


year. e total premium income at 
£17,401,565 is up by £3 12 and the 
total assets, £34,741,789 by £3,470,523. 


As motor insurance is by far our largest . 
single activity, we are constantly seeking to 
increase the volume of non-motor premiums, 
and our efforts have been very successful, 
Everyone should revalue his property in the 
light of present conditions and bring his 
insurances into line with the current cost 
of replacements, 

We have shared in the phenomenal growth 
of insurance business in the United States, 
but the increase there in our premium income 
was not so large as it would have been had 
we not imposed severe underwriting restric- 
tions. We made a modest profit, and can look 
forward with reasonable confidence to better 
results in the future. In the fire department 
we had another successful year, and there 
has also been considerable growth in the 
premium of the marine department during 
the year. We reorganised our American 
subsidiary, the Potomac Fire Insurance Com- 
pany, in the course of the year, and provided 
it with ample surplus funds without calling 


on the Bank of England for dollar exchange. 





(Continued from page 686) 


Reactions to the purposes of IMCO have been mixed. Its 
technical purposes have been fairly widely approved. There is a 
strong case for routine co-operation berween Governments on 
matters such as the safety of life at sea, which demand co- 
ordination with other organisations dealing with (for example) 
meteorology, telecommunications, and flying. The leading 
maritime nations are meeting in London this week-end to consider 
the revision of the Safety of Life at Sea Convention, 1929; and 
experts from the other UNO agencies have already made detailed 
recommendations in preparation for the meeting. They have 
suggested common international practice on assistance to ships 
and aircraft in distress, radio communications, weather reports, 
radar and other radio aids to navigation. In this field the pro- 
posed Maritime Safety Committee of IMCO is likely to emerge 
as the ultimate international authority. There is other technical 
work in which IMCO may have an important part to play. But 
on national discrimination and restrictive practices it breaks 
into more difficult ground. The IMCO Convention provides for 
the consideration of matters of this sort, but the organisation will 
have no executive powers ; it is purely consultative and advisory, 
and there is some scepticism about the practical outcome of its 
“consideration” of these.therny problems, 


* * * 


Bank Credits to Poland 


London banks are still extending their foreign credits. This 
week details have been published of two substantial credits to 
Poland. The first is for £6,000,000 and takes the form of a 
medium term cash advance arranged by Lazard Brothers, in par- 
ticipation with Lloyds Bank. It is intended to finance the pur- 
chase of capital goods in Britain. This credit has been arranged 
in accordance with the Anglo Polish trade agreement signed 
last June. This agreement provided that payment for Polish 
purchases in Britain should be made as to 40 per cent in cash 
on placing the order, 20 per cent on delivery and the remaining 
40 per cent in three annual instalments. The commitments are 
being underwritten by the.Export Credits Guarantee Department. 


The second Polish credit is a revolving documentary acceptance 
credit for £1,500,000 granted by a syndicate headed by Kleinwort 
Sons and Company and is intended to finance Polish purchases 
of wool and other raw materials. 


Shorter Notes 


The Government's interim index of production is provisionally 
given as 124 (1946 = 100) for all industries in February, the latest 
month covered, against 118 for the revised January figures. The 
component items are: Mining and quarrying, 112 (114) ; manu- 
facwiring, 124 (118); building and contracting, 131 (118); gas, 
electricity and water, 124 (121). The provisional January figures 
had to be revised downwards by 4 points, and some adjustment 
may be required to correct the February figures. The increase m 
industrial activity appears to have been maintained, though the 
seasonal recovery in building played a considerable part. 
index of industrial production compiled by the London and Cam- 
bridge Economic Services advanced from 118 in January to 121 m 
February, the latter figures again being subject to revision. 


x 


The Government’s decision to support the foundation of 4 
British Institute of Management was announced by Sir Stafford 
Cripps (as President of the Board of Trade) nearly 18 months 
ago. The Institute has now completed the preliminary work of 
organising itself, and opened its public career at a ceremony im 
London on Wednesday at which the speakers were Sir Stafford 
Cripps, Sir Charles Renold (chairman of the Institute), Sit 
Frederick Bain (president of the Federation of British Industries) 
and Miss Florence Hancock (chairman of the General | 
of the TUC). The general purpose, as defined by Sir Clive 
Baillieu’s committee which reported in March, 1946, is to raisé 
the standards of management practice. For its first five years 
the Institute is supported by Government grants up to a 
of £150,000 ; eventually it is to maintain itself by contribu 
from corporate and individual members. 
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CADBURY BROTHERS, LIMITED 


INCREASED TOTAL PRODUCTION 


COCOA EARNS DOLLARS 


MR LAURENCE CADBURY'S SPEECH 


“The forty-ninth annual general mecting 
of Cadbury Brothers, Limited, was held, on 
the 19th instant, at Bournville, Birmingham, 
Mr Laurence J. Cadbury (chairman of the 
company) presiding. 

The chairman, im moving the adoption 
of the report and accounts, said: 


Statistically, 1947 was a good year for 
our company. Our total production, though 
still, of course. well under that of 1939, was 
up by 18 per cent. on 1946. This increase 
was due to the civilian sweet ration being 
raised in September, 1946, to 4 ozs at which, 
on average, it remained during 1947, with an 
additional 1 oz allowed for Christmas. But 
this satisfactory record was clouded in the 
closing weeks of the year by the knowledge 
of reduced supplies to come. We are now 
once more on a 3 oz basis. 


THE SUPPLY PROBLEM 


Although the cut in the ration was due to 
the sugar position, especially the marginal 
amount purchased from dollar sources, the 
supply of raw cocoa is our greatest anxiety. 
The spread of cocoa-tree disease of which I 
spoke last year is far from being checked. 
World supplies again decreased. The gap 
between world production and world needs 
is estimated as at least 100,000 tons, which is 
a big figure out of a crop from all sources 
of 600,000 tons. The shortage has been 
reflected in the price of £237 per ton of cocoa 
that is now being charzed to manufacturers 
in this country. It is a price without pre- 
cedent, and is at least six times that of the 
prewar price of £35-£40 per ton. 


As I explained last year, the prices at 
which the West African Marketing Boards 
sell to the Ministry of Food are based upon 
those ruling in New York, which represent 
what American manufacturers in a com- 
petitive market are prepared to pay for cocoa 
allocated to that country 


The price paid by the Gold Coast Market- 
ing Board to the producer was 75s. per cwt 
for 1947-48. This compared with 23s. 6d. 
before the war. The very large margin be- 
tween this figure and that charged to. the 
buyers here and in the U.S.A. goes to swell 
the funds of the Marketing Board, which 
may this year reach a total of £60 million. 
This is a vast sum which has been accu- 
mulated unexpettedly and undesignedly. It 
throws a great responsibility on those who 
control it to see that it is not frittered away 
on extraneous matters, but is used for the 
rehabilitation and development of the cocoa 
industry. 


Cocoa sold at these prices in the U.S.A. 
has been of great value to the sterling area. 
But as far as this country is concerned it 
means that the prewar 2d. block of chocolate, 
already increased to 4d, has had, by agree- 


ment with the price control authorities, to 
advance to 53d. 


GOVERNMENT AND PRICE REDUCTION 


The Government is yery rightly at the 
present time making an. effort to control 
or reduce prices It is a somewhat ironic 
commentary on this move that our industry 
has been forced to put up the price of an 
important foodstuff because the margin 
between the price paid to the producer and 
charged to the consumer has been greatly 
widened by decisions over which we have no 
control. The position may be clearly set out 
as follows :— 

1939 1945-46 1946-47 1947-48 
Price per-cwt 
paid to the 
producer., 23/6 28/0 51/4 15/0 


manuf'’ct’r 
(duty paid 
in U.K.).. 35/0-40/0 62/0 130/0 237/0 


BUREAUCRATIC BUYING 


I would like to refer to the system under 
which cocoa is bought for use in this country. 
Prior to the war, we had ourselves been 
buying cocoa in the markets of the world 
for over a hundred years. The careful 
study of day-to-day world prices was an 
essential part of our business, Now, however, 
we do not even know the price at which 
cocoa is bought by the Ministry of Food 
from the Marketing Boards. It is difficult 
to understand the reason for this bureau- 
cratic secrecy. I suggest that it is, to say the 
least, unfortunate that the skilled services of 
the industry cannot be used more than they 
are in the buying of a product of which they 
have such expert knowledge. The Ministry 
of Food might well consider how another 
industry, that of the press, secures its raw 
material. The Newsprint Supply: Corpora- 
tion, acting for the national and provincial 
press, but in collaboration with Government 
departments, negotiates ‘contracts, buys, 
transports and stores newsprint. It would, 
I submit, be in the national interest for 
some such scheme to be adopted in the case 
of raw cocoa. 


FOOD PRODUCTION IN AFRICAN COLONIES 


I have spoken abo: the cocoa bean 
position in British West Africa. It is not 
irrelevant to comment on the Government- 
sponsored schemes for developing food pro- 
duction in our African Colonies. 


The scale and speed with which it is pro- 
posed to go ahead in these African projects 
require careful watching. British industry is 
severely restricted in supplies of materials 
for capital reconstruction that will show im- 
mediate returns. How far can we afford 
priority of supplies to colonial development 
that can only yield results in several years’ 
time? 

Again, it is important that the new projects 

not prejudice existing productive 
activities. It hardly seems wise to attract 
labour into long-term development schemes 
if to do so means taking it from land already 
under cultivation. 


In pataicn, we have.to consider. the. im- 
Pact of these, new ventures. on: the British 
staff in t Colonial services. . Your vice- 
chairman visited British West Africa at the 
end of last year to, investigate the work that 
was being carried out to combat the cocoa 
disease that is rampant there. «In our view, 
40 sures supervisors should be on this 
work. Gold Coast Government have 
authorised 24, but there were at the time 
of his visit only nine men at work wu 
comeing of whom three were on the si 

st 


It is disappointing .that this vital matter 
of fighting the spread. of disease has not been 
taken up with more speed and energy by 
the authorities, 


HELPING THE EXPORT DRIVE 


We hay~ naturally given great attention 
to the question of how we could. assist the 
export drive. Our efforts in the hard. cur- 
rency areas, particularly the United. States, 
are definitely a venture. We have never been 
able in the past, through tariffs, other bar- 
riers and local competition, to develop a per- 
manent sale there. I am doubtful if we shall 
be able to create a permanent sale now, but 
we may be able to sell appreciable quantities 
during the next few years, by introducing 
lines that afe new to the American market. 


I take this view because bilateral trade be- 
tween the United Kingdom and the United 
States has definite limitations. The final 
solution of our dollar problem must be found 
in gearing up triangular and multilateral trade 
once again. We hav: got to increase our 
exports of such things as textiles, cycles and 
various consumable goods (including cocoa 
products) to the tropical dependencies; they 
in turn send their exports, such as rubber 
and tin, to the U.S.A. The U.S.A. can then 
sell automobiles and household equipment to 
Canada, and Canada can complete the circle 
by sending us wheat. It is in the develop- 
ment of trade on these lines that we shall 
finally solve our international indebtedness. 
This will take time, and if, meanwhile, the 
chocolate and. confectionery industries can 
export to the U.S.A.. even temporarily, they 
will have helped to fill this financial hiatus. 


During the war years our company had a 
considerable overseas trade with N.A.A.Bil, 
and with allied governments, but its civilian 
exports were practically nil.. Last.year, apart 
from N.A.A.F.I supplies, we and our asso- 
ciate companies in the United Kingdom 
pushed up our civilian exports to nearly 
£800,000, We hope to improve on this. 


So far, I have been referring to visible 
exports. In addition, our company 
assisted the trade balance through the opefa- 
tion of its overseas subsidiaries. Their earn- 
ings have provided invisible exports from 
this country. 


COCOA BEANS A DOLLAR-EARNER 


The export drive is a recent development; 
throughout the war, however, raw cocoa 
beans have played a very important part as 
a dollar-earner. 


I have already spoken about the high price 
to which the competitive bidding of the 
chocolate manufacturers in the United States 
has driven cocoa prices in that country. As 
a result, in 1946-47 the sterling area benefited 
by sales of cucoa in New York to the tune 
of about £17 million, and the present crop 
should yield £25 million. 

These are remarkable figures. For the 
sake of comparison it should be noted that 
in 1947 the chief U.K. sales to the U.S.A. 
were: Whisky £8.1 million; Textiles £9.3 
million; Chemicals £2.6 million; Machinery 
£2.1 million; Vehicles (cars, locos, ships) £18 


EMPIRE DEVELOPMENT 


It is popular in certain quarters. to depre- 
ciate Shares been done in the development 
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of our Colonial Empire. Those who do so 
overlook the Empire production of) such 
things as rubber, tin, cocoa;, alli uable 
doliar prodicers today, ‘and all the 
results of private enterprise. For let us 
remember that cocoa production is not in- 
digenous to B.W.A. In the early years of 
the century your company took a leading 
part in its initial development, and can claam 
to have been largely tesponsible for stimu- 
lating its cultivation ever s.nce. 

The sale of raw beans having proved a 
useful source of dcHars, the Treasury has kept 
a close eye on the beans coming into this 
country. It must not be forgotten, however, 
that if we convert beans into finished goods 
ind sell them for dollars the result is better 
still. At the present time we are selling 
chocolate assortments in the United States 
at a price which is rather more than three 
times the return we should get. if we sold 
the raw materials from which they are manu- 
factured. 


STAFFING PROBLEMS 


Turning to more domestic matters, may I 
say a word about our staffing problems? We 
have alwvys tried to pursue a far-sighted 
policy in the selection and training of our 
future management. MHostilities inevitably 
interrupted. the operation of our various 
schemes. Since the war we have _ started 
once agai to provide opportunities for candi- 
dates selected from our own ranks and for a 
limited number of ex-Service and University 
students of both sexes to qualify for training 
for managerial posts We also launched 
schemes fo: filling the gaps in our factory 
supervisory staffs caused by the comparative 
cessation of recruitment and promotion in 
the war years when many of the staff, who 
would normally have ;setired, remained at 
work, 

We inv.ted anyone in the concern to apply 
for consideration as potential trainees. In the 
two years in which the scheme has been 
running, over 500 have applied, of whom 
two-thirds were ex-Service employees. Out 
of the 500, 79 were selected for training, and 
52 out of the 64 promotions to factory mana- 
gerial posts made since the scheme started 
had passed through it. 


PLANT IMPROVEMENT 


Our traditional practice has been to scrap 
ruthlessly whenever we could design and 
build machines and layouts that promised 
greater efficiency and economy. ‘he war 
naturally interrupted our programme and 
our experimental work had to be put on a 
care and maintenance basis, but we had hoped 
before now to be able to resume full activi- 
ties in th:s direction. Unfortunately the 
cutting-down of licences has made this im- 
possible, and for nearly ten years we have 
been unable to make any substantial improve- 
ments to our plant and buildings. We regret 
to say the position here shows no sign of 
improving. On the contrary it is likely to 
deteriorate, as under the present Govern- 
ment programme labour is being cut from 
25,000 to 8,000 men for work on “ opera- 
tional” licences for the whole of the food 
industries. 

This inability to carry out factory im- 
provements may have been inescapable. 
Some industries have clearly had to take a 
second place in this respect, but I suspect 
that cur experience has been fairly general, 
and if this is so, the consequences are 
serious, 

In the Government White Paper, “ Econo- 
mic Survey for 1948,” we read that during 
1947 the standard working week of 5 million 
people was reduced on an average by 34 
hours. We know also that thanks to the 
loss of overseas investments, debts contracted 
during the war, and adverse terms of trade, 
we have a: formidable. gap between imports 
and exports. A political economy. which, 
under these circumstances, dt one and the 
same time cannot allocate its resources to im- 


proving its technical equipment, yet simul- 
taneously decides to work fewer hours, can 
scarcely be described as either rational or 
planned. ¢ yg etre y oe? 
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THE OVERSEAS POSITION 


Overseas, I am glad to say, the ,position 
is more cheerful. In Canada, South Africa, 
Australia and New Zealand, we have been 
enlarging our factories and installing new 
machinery. In Eire we have built a com- 
plete new factory at Rathmore, not far from 
the celebrated Lakes of Killarney. 1 might 
mention here that, without exception, 
our overseas companies have increased their 
turnover during the past year. 

The Rathmore factory is to make semi- 
processed milk chocolate fcr this country. 
Normally, we should have adequate supplies 
of milk chocolate coming from the four 
factories that we have erected for milk-con- 

ing purposes in the United Kingdom. 
Since the early years of the war, however, 


we have been debarred from us 
million gallons per year pass 
them from local supplies; ‘supplies 


built-up and steadily ily fost by us in 
- war times. We ‘have fhde a0 cleat tht we 


do not expect households to go short of milk 
for the sake of milk chocolate. There js, 
however, even ‘now a considerable summer 
surplus of milk, and we assert our right to 
have a share of this. Instead, in the summer 
flush ‘period milk is diverted from our 
depots to other creameries for the manu- 
facture of butter, cheese, and various milk 
products. In the main these make an in- 
finitesimal contribution to the nation’s 
rations, and we regard it as unfair that our 
share of this manufacturing milk shouldbe 
denied to us and to the consumers of milk 
chocolate. , 

The company have agreed to comply with 
the Federation of British Tauiitries' rsa 
for the limitation of dividends, 3 


The report was adopted. 





WM. FRANCE, FENWICK AND 
LIMITED 


COMPANY, 


SATISFACTORY RESULTS—INCREASED GROSS PROFIT 
MR KENNETH R. PELLY’S STATEMENT 


The forty-seventh annual meeting of 
Wm. France, Fenwick and Company, 
Limited, was held, on the 20th instant, at 
the registered office of the company, 23, Rood 
Lane, Fenchurch Street, London, E.C.3. 

The following is the statement of the chair- 
man and managing director (Mr Kenneth R. 
Pelly, M.C.), which was circulated with the 
report and accounts. 


TRIBUTE TO THE LATE SIR GEORGE 
HIGGINS, C.B.E. 


Before dealing with the business of the com- 
pany, I wish to refer to the death of Sir 
George Higgins, C.B.E., which occurred in 
August last year. He was the original secretary 
of the company on its formation in 1901, and 
served as such until 1909 when he was 
appointed a managing director, and in 1926, 
chairman. He resigned this position in 1941, 
remaining on the board as an_ ordinary 
director until his death. From this record 
you will see that he had given practically the 
whole of his active life to the company. He 
was held in the highest respect by his col- 
leagues, who much appreciated the services 
he rendered to the company over a long 
period. 


ACCOUNTS AND DIVIDENDS 


This will be the last occasion on which 
our accounts will be issued in their present 
form. Your directors have always striven to 
present the balance sheet and profit and loss 
account in such a manner as to give as much 
information as possible as to the financial 
position of the company, so that stockholders 
should have the fullest information. The 
new Companies Act is to become effective 
as from July next, and therefore on the next 
occasion our accounts will have to conform 
to the Act, including a consolidated state- 
ment, which will certainly involve delay in 
their issue. 

Turning to the profit and loss account, I 
am pleased to be able to report another rise 
in gross profit amounting to £10,107. On 
the other side of the account, the total charge 
for depreciation is some £50,000 lower. 
last year’s account there was placed to 
additional. depreciation a sum of £58,000, 

ing the reduction in income tax on account 
of initial allowances; the corresponding 
figure in the present account amounts to 
£6,500 and esents the net saving of 

ts tax for this year on these allowances. 

is, of - course, affects the provision for 

taxation which it will be noted now takes 

an additional £ compared with the 

previous year. item of provision for 
surveys I will deal with later. 


The appropriation account discloses thar 
your directors have placed a further £51 
to reserve, and that they recommend a 
dividend on the ordinary stock of 124 per 
cent. less tax, making a total of 15 per cent, 
less tax for the year, the same as was paid in 
respect of 1946, 

Referring to the balance sheet, the reserve 
has risen by £105,000 to the figure of 
£990,000. The capital accretion account 
has been strengthened during the year bya 
further £12,000, and your directors propose 
a distribution of 3 per cent. to the ordi 
stockholders, the same as on the | 
occasion. 

Finally, this leaves a balance to be carried 
forward of £29,695. as against £29,825 
brought in from last year. 

It may be of general interest to stock- 
holders if I draw a comparison between the 
nominal rate of ordinary dividend and the 
return on the capital employed. The ordinary 
issued capital of the company has little bear 
ing on the equity capital employed, which 
now amounts to some £1,800,000. On this 
basis, the nominal dividend of 15 per cent. 
represents a return of 6} per cent. 


PROVISION FOR SURVEYS 


I feel it is necessary to say a few words 
in particular reference to provision for 
surveys. The figure for this purpose at the 
beginning of 1947 stood at £86,500. During 
the year we have expended on carrying out 
surveys, £53,166. The whole flect is now 
up to date as regards surveys for the first 
time since the commencement of the waf. 
During the war period, surveys were out of 
the question, and under arrangements be- 
tween the Ministry of War Transport and 
the Classification Societies, ships only receive 
a general examination from time to time. ~ 

Since the conclusion of hostilities, the 
problem of passing surveys has been very 
difficult on account of the. shortage of 
material, the delay in obtaining dry docks, 
labour uncertainties, etc., but our classifica- 
tion surveys have been brought right up © 
date at a very considerable cost, and the 
figure of £60,000 now represents a pre 
vision for future surveys only. f 


THE FLEET : 
During the year under review, the fleet 


has been slightly reduced by the sale of two 
4, 


of the company’s ships. The s.s. 1: 

the oldest ship in the fleet, was sald. 
Chinese buyers at a very satisfactory pf 
The other vessel, the 8s. Betswood, Wa 
originally built for a specific business’ and 
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" Oe Fe ee er giey | + 
waded under a long-term charter, -by which 
the charterers had right of L pireheaion 
her after a stipulated period, is option, 
which was suspended under war conditions, 
became operative again, and: during the year 
was exercised, . 

As I have mentioned on previous occasions, 
during the war years we were continuously 
replacing lost tonnage. Our policy proved 
to be right, and we have therefore been. able 
to cease building during the past year or two 
whilst costs have been at an unprec 
level. However, if one is to continue to run 
a modern and up to date fleet, it is impossible 
to allow any Jong pericd to pass without 
constructing some tonnage, and with this in 
view, we have made reservations of two 
building berths, one for the commencement 
of building this autumn, and one to com- 
mence late in 1949 or early 1950, 

The first of these ships will certainly be 
at a high figure, there being no sign at 
present of reduction in building costs. | In 
fact I feel that.costs are still likely to rise, 
probably largely on account of a further rise 
in coal prices which must be anticipated, and 
which will react on steel prices. 

The whole of the present fleet stands at 
such a reasonable figure that your directors 
feel the addition of another one or two ships, 
although at high prices, will: not unduly 
upset the low average at which the fleet is 
valued in the books, always bearing in mind 
the necessity of owning modern economic 
tonnage. 

In my statement last year I made some 
remarks as to the then current building and 
repair costs. These have continued to rise 
and there is still no sign of any reduction. 
Wages, coal and material are on higher levels 
than a year ago. This general rise in costs 
was met by a 10 per cent. increase in coast- 
ing rates of freight in agreement with the 
=" of Transport, as from July Ist 


st. 

Another point of importance is the heavy 
delays incurred in completing repairs. 
Whether it be for survey or damage repairs, 
a ship today is off trading for a very extended 
period, and in some cases may have to wait 
a considerable time before obtaining a dry 
dock. All this has its effect on profits. 

In the past, the crews of coasting ships 
on weekly articles fed themselves. The In- 
dustry now have a demand from the trade 
union representatives that the men should 
be fed by the owners in the same way as 
in vessels on monthly articles. In principle, 
we entirely approve of this practice, and in 
fact have commenced already to feed some of 
the ships. This is gomg to increase 
materially the cost of operation, and has not 
yet been taken into account in our rates of 
freight, and it may be that the matter will 
have to be discussed with the Ministry in 
the near future. On the other hand, if this 
change makes the coasting and near trades 
more attractive to personnel, so saving con- 
siderable delays in obtaining crews, the ex- 
pense to the owner will not turn out so 
serious as it may appear. 


TRADING 


Since the war, up to a few months ago, 
there was to all intents and purposes no ex- 
pert of coal to the near Continental ports, 
a trade in which your company was pre- 
viously largely engaged. During the last few 
months export to these countries has re- 
commenced in a small way. You probably 
read in the press and heard on the wireless 
the description of the ss. Dashwood 
arriving at Rouen with the first cargo of 
British coals since the resumption of exports. 
She is one of your company’s fleet and 
received a great reception on arrival. Since 
then we have continued to carry cargoes 
from time to time to the near Continent, and 
I hope that it may be the beginning of an 
increasing tonnage for export, not only from 
the point of view that it is a trade your 
company requires, but also, because it is of 
the greatest importance to the national 
economy. 

In prewar days, large quantities of coal 


were sold to the Continent on a c.if. basis 
by the exporters in this country. Up to quite 
recently, when the National Coal Board 
gave an allocation of coal to an exporter, he 
was debarred from quoting on @'¢.i.f. basis. 
The fixing of freight was therefore in the 
hands of the buyer, who naturally gave 
reference to his national flag, the result 
Clie that British tonnage was probably only 
employed if the foreigner had no suitable 
tonnage available. 

One would have thought that if this country 
has coal for export at a competitive price, 
we should be in such a strong position that 
the National Coal Board could insist upon 
British shipowners being: given at least an 
equal opportunity of carrying the coal. I am 
glad to say that the National Coal Board 
have now changed their icy and is allow- 
ing the exporters to quote c.i.f., but it is still 

urbing to see inquiries advertised for 
foreign tonnage only, for the carriage of 
British coal from British ports. 

I mentioned last year that our London/ 
Goole department, which had practically 
ceased to exist during the war period, had 
come into its own with a good volume of 
trade. The results, however, have not been 
altogether satisfactory, but with the increased 
rates which have now been authorised and 
a more steady supply of goods, the position 
looks considerably more healthy. 


ASSOCIATED AND OTHER COMPANIES 


Holdings in. associated and other com- 
panies largely comprise Colliery interests 
and those in Coastwise Colliers, Limited. With 
regard to the former, it must be remembered 
that there is no guarantee of any interim 
payment after the two year period from the 
date the collieries were taken over by the 
National Coal Board. ‘This expires at the 
end of 1948, and at the moment everything 
points to there being no settlement of com- 
pensation for a considerable time after that 
date. There is therefore some doubt as to 
what return, if any, may be received on our 
Colliery investments after the end of 1948. 

Coastwise Colliers, Limited, completed their 
first year of trading during 1947. The results 
were satisfactory, but the board settled to 
strengthen the company in this early period 
of trading by retaining the profits in the 
business. 

The results of our subsidiary companies 
are on the whole satisfactory. One of these 
companies suffered from the transition from 
war to peace and failed to pay a dividend. 
This, we hope, however, is of a temporary 
nature. 


THE FUTURE 


Of the future, it is difficult to say much. 
There appears to be every likelihood of 
sufficient trade being available and at 
reasonably remunerative rates. As I have 
explained, we are still faced with no signs 
of reduction in costs, in fact, costs are still 
rising. During the coming year, the fleet 
should show a greater number of trading days 
now that all arrears of surveys are completed. 
If delays in ports for one reason or another 
can be kept to a minimum, if our export of 
coal expands and is equally available to 
British tonnage as to foreigners, there is 
no reason why the coming year should not 
show satisfactory results. 

I feel that no review of the company’s 
activities is complete without a word of 
tribute to the staff, both ashore and afloat. 
It is impossible to speak too highly of their 
loyalty and co-operation. I can assure stock- 
holders that they all give of their best at all 
times, which reacts so favourably on the 
wellbeing of the company. Our thanks are 
due to one and all. ; 

The report and accounts were unanimously 
adopted; the proposed dividend was 
approved; the retiring director, Mr J. D. 
Stobart, was re-elected, and the auditors, 
Messrs. Deloitte Plender Griffiths and Co., 
were reappointed. : 

The meeting terminated with a vote of 
thanks to the Chairman, directors and steff. 
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_ THE BRITISH. ALUMINIUM 
“COMPANY, LIMITED 


IMPROVED RESULTS 


The ordinary general meeting of the 
British Aluminium » Limited, was 
held in London on the 16th instant. 

Mr R. W. Cooper, M.C., the chairman, 
in the course of his speech, said: The profit 
for the year 1947 amounted to £2,123,347, 
from which you will observe that there has 
again been an improvement in our trading 
results. The demand for alumina has 
been well within the capacity of our works 
at Burntisland and Newport and the works 
at Larne are therefore still on a care and 
Maintenance basis. The reduction plant at 
Foyers, constfucted over 50 years ago, is too 
small to meet modern competition and we 
are taking steps to cease production of 
aluminium there and plan to put down plant 
for the manufacture of potassium and sodium 
chlorates and plans for this change are now 
being finalised. With regard to the works 
belonging to our Norwegian subsidiaries, the 
same conditions apply at Stangfjord as at 
Foyers and for this reason the works have 
not been restarted since the war. We have 
the whole question of our fabricating facilities 
under review and are giving close attention 
to plans for rationalisation, increased capacity 
and efficiency. 


NEGOTIATION FOR NEW CONTRACT 


I referred last year to the difficulties we 
were having at that time in negotiating a 
contract for our 1947 production. We finally 
agreed a figure, but I regret to say that we 
are experiencing even greater difficulty in 
negotiating a contract for our 1948 pro- 

ion. . We have all along indicated to the 
Ministry of Supply that we are quite willing, 
in the interests of future large-scale develo 
ment of the industry, to accept a price for 
our ingot which covers our costs and gives 
us a very low return on the capital empioyed. 
We are striving, not without success, to reduce 
these costs. 


Last year we accepted a very low price, 
and at the same time we expressed our 
intention of proceeding with a very extensive 
reconstruction programme in order that our 
technique may be preserved and improved 
for future large-scale development. The 
price at which we sold our 1947 production 
was considerably below that at which metal 
produced anywhere else in Europe can be 
purchased, and we are in a position to accept 
an even lower price for 1948. Negotiations 
for the sale of our 1948 output have been 
proceeding since last autumn, and before the 
end of last year we agreed with the Ministry’s 
accountants a close estimate of what our bare 
costs would be for the current year. So far, 
however, the Ministry have only offered us 
a price which is below this agreed bare cost 
of production. 


ESSENTIALS FOR SUCCESS 


If we are to bring to a successful conclusion 
the plans which I have outlined earlier, it is 
of course necessary not only to effect constant 
improvements ih our technique but to main- 
tain an adequate staff of skilled technicians 
and supervisory grades who could provide a 
nucleus for the of this enterprise. 
It is therefore di to see how we could 
proceed to the realisation of these objects, 
the national importance of which I do not 
need to stress, unless the production of 
alumina and ingot metal in this country 
can be continued on a healthy basis. 

The total profit for the year is £2,123,347, 
whereas in the previous year it was £1,368,095 
after providing for E.P.T. We recommend 
4 final dividend of 6 per cent. on the ordinary 
stock, which, with the 4 per cent. already 
paid, makes 10 per cent., less tax, for the year. 

The report was adopted. 
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NATIONAL BANK OF EGYPT 


ALY SHAMSY PASHA'S REVIEW 


The forty-cighth annual general mecting 
of the National Bank of Egypt was held in 
Cairo on the 24th ultimo, Aly Shamsy Pasha, 
the president, being in the chair. 


BALANCE SHEET, DecemBeR 31, 194? 


IssuE DEPARTMENT 


~_ £E. MM. 
Ltasivities 

Notes issued ...ccceeeccarccesceses 145,000,000 000 
145,000,000 000 
Assets £E. MM. 
GOO vnc dcaccedese samasner chess 6,375,873 969 

Egyptian and British Government 
Treasury Bills and Securities ...... 138,624,126 O31 





145,000,000 000 





BaNKING DEPARTMENT 


os £E. MM. 
LIABILITIES 
Share capital :— 

309,000 fully paid shares of £10 each 2,925,000 000 
Statutory reserve fund ..........000 1,462,500 600 
Special reserve .......-0e-sseneeeee 1,462,500 000 
Current, deposit and other accounts.. 79 566,366 480 
Egyptian Government .........+-+6 87,692,423 “952 
Sudan Govermment ...ss0--e.eennes 1,044,588 790 
Bankers’ accountS ........+2+<+++e0 40,072,058 421 
Cheques and Bills payable........-- 357,428 853 
Provision for payment of final dividend 

at the rate of 13 per cent. per annum 380,250 000 
Profit and loss account balance...... 299,105 030 


Acceptances, tC. 2.2.0.6 eee ee eeee es §,277,174 418 





220,539,395 924 





ASSETS £E. MM. 


Government securities and securities 
aranteed by the Egyptian Govern- 
+ pre . " a ciaiale - ; egg A sig 167,012,561 632 


Sundry securities .........0++---008 474,532 665 
Advances on merchandise..........- 4,661,509 9435 
Advances on securities .........5.45 548,234 395 
Sundry other advances .......6+--+6 1,777,174 565 


Bilis discounted 2.2... 66.005 6+ eee we 282,838 575 
Bankers’ accounts . 2.666.662 500 -ee 18,881,459 272 
Money at call and at short notice . 13,870,350 000 
Buildings . ...sic.seee cas cinceces sees 75,000 000 
Cash :— 
N.B.E. notes... £E.7,472,118 : 500 
Other notes and 
Pe pease 206,441 : 959 
7,678,560 459 





Clients’ liability for acceptances, etc. 
@S per COMMA .. cee eeee renee s ners 


5,277,174 418 


220,539,395 924 


W. LEITH-ROSS, Governor 
M. 


F. 
E. M. COOK, TAHER EL LOZY, Directors. 


Prorit AND Loss AcCOUNT 


LE. MM. 

Dr, 
Directors’ fees ....ccecseccessereee 16,879 520 
Current CXPEMSES <.. 42+ eee creer sees 1,060,482 482 


Interim dividend at the rate of 4 per 

cent. per anmum ..........6.+6.- 117,000 000 
Provision for payment of final dividend 

at the rate of 13 per cent. per annum 380,250 000 


Balance carried forward .......6++-- 299,105 030 


1,873,717 . 032 


Cr, £E. MM. 


Gross profit for the year ended .Dec- 
ember 33, 1947, after a. 
jation on buildings an i- 
uaxies rebate of discount, for 


doubtful debts and contingencies. . . 1,591,490 142 


Balance brought forward from last year 282,226 890 


1,873,717 032 


PRESIDENT’S ADDRESS 


The following are extracts from the presi- 
dent’s address :— 

On the threshold of 1948, after an un- 
interrupted succession of political, social, 
economic and financial crises in the world, 
the two groups of powers on which peace or 
war depend see their differences imcreasing 
and the breach which separates them widening 
every day. In this situation it is gratifying 
to point out that Egypt, in spite of her 
numerous difficulties, remains relatively 
prosperous. Egyptian agriculture continues 
to feel the effects of the regulations introduced 
by the State in 1941. These measures, taken 
at a time of a deficit in the wheat crop, still 
exist with all their restrictions. 

The statistical position of cotton markedly 
improved during 1947. Activity in the 
country’s industry, generally speaking, has 
not slackened over the past year. The 
products are on the whole for current con- 
sumption and have not yet had to suffer 
from the expansion in imports of articles 
destined for a more well-to-do clientele. 
The situation of Egyptian industry remains 
generally 


FOREIGN TRADE 


Since 1940 foreign trade has continued to 
show an adverse balance. The distribution 
of it remains much the same as in 1946 
except that the European continent is playing 
a more and more important role. The un- 
favourable distribution could be rectified by 
encouraging imports from the sterling area, 
thus enabling us to utilise our released 
balances and by Gecsing our exports as far 
as possible towards hard or semi-hard cur- 
rency countries so long as monetary restric- 
tions hamper multilateral trade. 

In June, 1947, a turning point in the 
international financial position of Egypt, an 
agreement was signed in London for a period 
of six months. On the whole the new agree- 
ment is undeniably an improvement on the 
previous one, taking into account the suspen- 
sion of convertibility, and we hope that the 
results achieved will enable Egypt to cover 
her requirements. It is to be hoped that one 
day sterling will once again become freely 
convertible, but at the moment we are meeting 
with many difficulties in the financing of our 
trade in this currency. If we take the neces- 
sary precautions, the extended use of our 
currency in the international exchanges should 
be welcomed and even encouraged. 


BALANCE SHEET FIGURES 


The total of the balance-sheet is 
£E.220,539,395 against £E.221,257,197 for 
the previous year. It shows a slight reduction 
in the total of deposits. Advances have almost 
doubled and the balance sheet continues to 
show a very strong liquid position. Gross 
profits show a considerable improvement, 
being £E.1,591,000 against £E. 1,495,000 
Net profits amount to £E.514,128 against 
£E.506,172 and enable us to propose the 
same dividend as last year, 17 per cent, which 
will absorb £E.497,250, and to add £E.16,878 
to the carry-forward, which will thus be 
£E.299,105. In an imternational situation 
fraught with financial difficulties and uncer- 
tainties, the strengthening of internal reserves 
is an essential part of sound and prudent 
banking and we have continued to. fol- 
low this policy during the past . year, par- 
ticularly with a view to meeting any eventual 
fall in the prices of the securities in our 
portfolio. 

The report and accounts were adopted, 


Copies of the chairman’s address in full 
will be available at the National. Bank of 
Eeypls 6-7, King William Street, London, 





P. B. COW AND COMPANY, 
, . LIMITED > SGt 


¢ 


- (MANUFACTURERS OF “LI-L0 » 
PRODUCTS) : 


CONTINUED PROGRESS 


The first annual general meeting of P 
Cow and Company, Limited, was held nie 


t, . M. 
te - B.E. (the chairman), presiding” ’ 
¢e following is an extract from his cirey: 
= meena " 
our directors have pleasure in submittin 
the first report and accounts since its iaee 
poration, and you wil! note that the accoutits 
cover a period of twelve months, from 
January 1, 1947, of which the first two 
months were prior to the acquisition of the 
business by your company. As anticipated 
by the directors and mentioned jn the offer 
for sales of stock units of the company, trad. 
ing has been well maintained. The compatty 
has made a net profit of £249,312. This 
result has been achieved despite a three-week 
closure of our factories necessitated by ‘the 
fuel crisis of last year and compares favour. 
ably with the estimate of profits contained jy 
the offer for sale. An interim dividend of 
124 per cent., less tax, was paid in October 
last, and your directors recommend a final 
dividend of 174 per cent., making a tom 
dividend of 30 per cent. ‘The dividends’of 
30 per cent. paid and recommended come our 
of the company’s profits over a period of 
approximately ten months, and are equivalent 
to a dividend of approximately 36 per cent, 
for a full year. at 
During the past year amounts have been 
expended in the purchase of additional 
modern plant and equipment, in conform 
with your directors’ policy of maintaining ‘e 
various factories in a state of competi 
efficiency, so necessary in these days of 
ages. Although the year has in many respects 
been a difficult one with fabrics and high- 
quality chemica,s, so necessary for the maif- 
tenance of production of a quality product, 
in short supply, your directors took steps & 
ensure that adequate stocks of raw materi 
“— available, and we now have 
stocks, 


SELLING PRICES 


Your directors have given careful and 
sympathetic consideration to the policy out- 
lined in the Government’s recent White 
Paper and to the statements made by His 
Majesty’s Ministers, particularly in relation 
to the stabilisation and ultimate reduction 
of selling prices, and will pursue’ the policy 
so = down. nil 

uring the year your directors acquire 
“Elliot Equipment Limited,” of Cardiff, 
with a view to providing the company with 
additiona, selling lines and increasing pfo- 
ductive capacity. The totally-owned sub- 
sidiary company, “Acme Tin Stamping Co, 
Limited,” of Manchester, has, during the 
year, made considerable progress, and your 
directors have every confidence that such 
progress will cuntinue. The various other 
factories of the company continue to operate 
in a satisfactory manner, and in most cases 
capacity has n substantially increased, 
Steps are being taken to expand and extend 
your Company: ® interests in both rubber and 
plastic fields. csi 

Your company is maintaining the tradition 
of tracing establ.shed by its predecessors ovet 
a period of 110 years and it is in keeping 
with the standard shown by British trade 0 
the whole world. We view the current yeat 
with confidence, bearing in mind the present 
gules under, which industry as a whole 
is © tO operate, 3 

In. conclusion, for my colleagues, and my- 
self on the board, and I am. sure for you .% 
pagan gs I wish to express the appreci#e 
tion we feel towards management and 
ployees for the most satisfactory results | 
have been achieved in the past year of 


er he report was adopted. 
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UNITED: KINGDOM PROVIDENT 


o 


INSTITUTION 


SIR ERNEST BENN’S SPEECH 
POLITICS AND BUSINESS | 


At the annual general meeting of the United 
Kingdom Temperance and General Provident 
Institution held on the 21st inst., the chair- 
man, Sir Ernest J. P. Benn, Bt., said: — 


The duty for the performance of which 
the institution was founded 108 years ago 
js t safeguard our members against. the 
mortality risk, to collect their savings, care 
fer them and in due season, at the death of 
a member or the maturity of the policy, to 
hand them back with added interest or 

t. If there were no more than that to 
consider, then the report for the year 1947 
and the triennium ended on December 31st is 
one of which the institution is entitled to be 
extremely proud. New business figures of 
sums assured and premium income have made 
spectacular adyances and constitute an all- 
time record. Our investments and properties 
have a market value very conside. ably above 
the figures entered in the balance sheet and 
we are in a position to contemplate with 
equanimity the prospect of a return to more 
normal price levels and an end of unhealthy, 
low rates of interest. Claims paid during 
the triennium have produced to the assured, 
or their representatives, an average return of 
compound interest at the rate of 4 per cent. 
per annum net. 


Our actuary’s valuation has enabled us to 
make a 20 per cent. increase on the last rate 
of bonus. The 30s, per cent. per annum in 
the general section, with 32s. in the tem- 
perance section, now announced, is in fact 
an understatement, doing less than justice 
to the real position, for by paying bonus on 
bonus, or compound bonus, our oldest 
policies will now be increased in respect of 
the last three years by no less than 80s. per 
cent. per annum upon the original sums 
assured. On the claims arising during 1947 
from the deaths of members entitled to a 
share of profits, the original sums assured 
were increased by the very satisfactory 
figure of 60 per cent. 


RATE OF INTEREST 


Adventitious aids to the rate of interest 
earned upon our fund have tended to obscure 
the losses from official pressure, first to get 
our money and then to pay too little for it. 
For example, in 1947 we received most of 
the accumulated interest on war damage 
claims now paid; in the current year our 
interest rate will benefit from the final pay- 
ments of British Railway and Electricity 
dividends and substantial arrears from 
Argentine Railway investments. Only in 
1949 shall we experience the first heavy 
annual loss from the enforced holding of 
lower interest bearing securities. 


FIRE AND ACCIDENT COMPANY 


‘Our investment in the United Kingdom 
Fire and Accident Insurance Company con- 
tinues to give us satisfaction, as indeed it 
also does to the ever increasing numbers of 
our members who take advantage of the ex- 
cellent service placed at their disposal. 


POLITICS AND BUSINESS 


In recent years, especially since the. war. 
government here and elsewhere. has te 
to pass into the hands. of the non-believers 
in profit; and a considerable part of the busi- 
ness of the world is now conducted by those 
who have nothing to gain from. success or 
to lose by failure, The shape and character 

the consequent economic revolution _ is 
slowly becoming clear. Values, previously 


thought to be essential, have been exchanged 
for theorizs, now undergoing the test of prac- 
ucal trial. If we could afford the luxury of 
philosophy we might say with Isaac Newton: 

These are curiosities of little or no moment 
to the understanding of the phenomenon of 
nature.” As, however, we cannot feed on 
philosophy, we have to bend our brains to 
the curios.ties of control, and talk of “‘ bulk ” 
Sale and purchase, to screen the serious 
shrinkage in both processes. 


An effective monopoly of decision has been 
established in tatters economic and our 
affairs are ordered for political rather than 
practical reasons. Whereas the state stood 
secure upon the credit of the citizen, now the 
citizen relies upon the credit of the state. 
With an altogether excessive proportion of 
the national income in the bottomless coffers 
of the state, people are invited to adjust their 
views and values to the new situation. Thus 
want has become of more importance than 
worth, and the fact that people are said to 
want something is widely accepted as proof 
of their right to have it; a cash value has 
been attached to the vote, and in consequence 
the coupon is becoming of greater value than 
the cash; the trade union ticket is more im- 
portant than the craftsman’s skill ; and, per- 
haps most significant of all, the creditor is at 
the mercy of the debtor. The old rule, “ No 
politics in business,” has been rescinded and 
now there is almost no business but politics, 


VALUE OF STERLING 


Some part of our national difficulties is 
said to be due to the increase in other 
countries of the prices charged.to us for our 
necessary purchases. Against that, however, 
must be placed our own failure to maintain 
the value of ourown money. It is unworthy, 
unfair, and wholly idle to put the blame 
upon the foreigner ; the root of the trouble 
is to be found in the inflationary policy 
pursued by the Government, especially in 
Mr Dalton’s deliberate creation in 1946 of 
some £600 million of new money, for no 
better purpose than to satisfy his whim for 
a 2} per cent. long-term rate of interest. 
Six hundred million pounds of newly created 
purchasing power has raised prices, wages 
and profits, and broadened the field which 
Sir Stafford Cripps is now proceeding to har- 
vest. The under-the-counter dealings of the 
modern Treasury are not easy to follew, but 
it is to be hoped that any part of the Budget 
surplus which is a genuine surplus will 
be applied, as it should be, to the retirement 
of debt and the improvement of our credit. 
Further, the proceeds of the new “ once-for- 
all” capital tax must be wholly devoted to 
the reduction of debt if the eloquence ex- 
pended upon the fear of inflation is to be 
accepted as sincere. Six hundred million 
pounds is the estimate of Dr Bray, our 
own economic adviser, but I notice that 
another great authority, Mr Oscar Hobson, 
puts the Dalton. damage at no less than 
£800 million. This creation of new money, 
untouched as it is by the new Budget, 
remains to gece the te plus of =r 
pound note impair the confidence .o! 
overseas. suppliers in. the. reliability of our 
currency. The position is aggravated by the 
resolute refusal of the authorities to recognise 
the lower value of the £ abroad. True valua- 
tion, a better term than devaluation, is the 
orthodox way—an old-fashioned remedy but 
a sound one; it may not lend itself to the 

opular craze for “targets,” “but it would 

it the mark and quickly and automatical 
cause éxports to rise and imports to fa 
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FORD MOTOR COMPANY 


TURNOVER AN ALL-TIME RECORD 
LORD PERRY’S STATEMENT 


The nineteenth ordinary general. meeting 
was held on Friday, Aprif 16th, in London. 
The following are extracts from the Rt. Hon. 
Lord Perry’s statement to stockholders: 

I would draw your attention to the weight 
of taxation and the national revenue. The 
total direct taxation borne by the company 
in 1947 (ie., income tax, profits tax, sick- 
ness, unemployment and other compulsory 
taxes) was £2,132,000. In 1946 the similar 
figure was £2,119,000. 


An. outstanding feature of 1947 was the 
increasing diversion of our products for ex- 
port. We are now governed by a ceiling on 
car and commercial vehicle production for 
the home market, so that during 1948, if we 
maintain the present rate, we shall ship 
abroad 80 per cent. of passenger cars and 
65 per cent. of commercial vehicles. Further, 
by arrangement with the Government, we 
anticipate exporting approximately half our 
total tractor production. 


Efforts are directed particularly to effect 
sales in hard currency countries. During 
last year the company’s achievements in that 
field were not exceeded by any motor manu- 
facturer in this country. 


ORDERS FROM U.S.A. AND CANADA 


A promising sign of this development is 
to be found in the recent statement by Mr 
Henry Ford II in London that this country’s 
need to earn U:S.A. dollars is recognised by 
him, and that support will be given to effect 
the largest possible volume of. sales in 
America, and in fact orders have now been 
received from the United States and from 
Canada. 


Since the war our production has been 
limited from day to day by unbalanced and 
short deliveries of material from suppliers, 
which has required constant resource and 
ingenuity so as to maintain our output. Par- 
ticularly we have been severely limited in 
steel and other basic supplies. 


Greater mechanisation of agriculture is 
vital to the solution of the world’s f.od 
problem. To this our Fordson Major tractor 
and agricultural implements have contributed, 
and will contribute, in no small degree. 


Last year we introduced the new 3} litre 
“Pilot” car. It was well received, but 
supply restrictions only permit negligible 
deliveries, particularly to the home market. 

We have stepped up tractor production 
again and again. With the approval of the 
Ministry of Agriculture, we had planned to 
increase our. tractor production by a third as 
soon as we. could in the 1948 programme. 
The Ministry approval has been withdrawn 
due to shortage of steel, and further expan- 
sion is therefore delayed, but.we are con- 
tinuing to press for the neces materials 
and facilities. 


BENEFIT OF MASS PRODUCTION 


Our company has achieved . great. benefit 
in mass production by concentration on a 
limited number of models. Our “ Anglia” 
and “Prefect” cars and light commercial 
vehicles are mainly produced from common 
parts arid are in fact largely developed from 
a common chassis. We are constantly striv- 
ing in this manner for large volume produc 
tion. You can be assured that in the future 
we shall not depart from the low-price large- 
volume field. 

We are justly proud of our part in the 
national production effort. In terms of 
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money the trade during 1947 was 176 per 
cent. more than in 1938, and the total of 
cars, commercial vehides and tractors pro- 
duced last year constituted an all-time rec 


Export turnover, also. an all-time record, 
was 2] per cent. greater than 1946, the pre- 
vious record year, and 28] per cent. greater 
than in 1938. 

Finally, taking cars, commercial vehicles 
and tractors together, we are not only the 
largest producer in the British motor in- 
dustry, but also, we feel assured, its largest 
exporter—to a value of ove. £10,000,000 in 
1947, and during the first two months of 
this year of £3,508,446 


We are not unmindful of the future, and 
in all fields of production are developing 
plans which we confidently believe will keep 
us well in the lead. 


LACK OF FACTORY SPACE 


We are severely hampered by lack of fac- 
tory space. The curtailment of factory build- 
ing, intensified since the recent Government 
reduction of capital expenditure, is to us a 
very serious matter indeed. At Dagenham 
we have a factory originally designed and 
located primarily to manufacture for export, 
but hitherto prevented from fully fulfilling 
that purpose by the barriers of quotas, cur- 
rency restrictions and high tariffs which were 
raised in the prewar Cecade. It still remains 
ideally sited for the inward flow of materials, 
for labour supply, self-contained as to low 
cost power supply and other services, inte- 
grated as a unit complete with blast furnace, 
foundry and machine shops, and with un- 
rivalled export facilities from a deep-water 
jetty—the best-equipped privately owned 
jetty on the Thames. 

Where can you find in England today a 
unit so ideally equipped for serving export 
needs ? Although we own 500 acres of land 
on this site, there are sericus restrictions on 
further gxpansion in the area, with limiting 
effect on future export from Dagenham. 

I would suggest that national policy for 
location of industry should have as its prime 
consideration. the development of economic 
manufacturing sites, so necessary to our ulti- 
mate survival as a low cost manufacturing 
nation, and that one such site is your Dagen- 
ham factory. Moreover, it must be remem- 
bered that development plans now made 
cannot possibly come to fruition in less than 
two years. It is a matter of extreme urgency 
that the ban on extension at Dagenham be 
removed at the earliest possible date. 


Recently we had the great pleasure of a 
visit from Mr Henry Ford II, his first since 
the war and the first in his capacity as presi- 
dent of the American Ford Company. Deci- 
sions have been reached which will be of 
great value to your company. 


Mr Ford is a man of remarkable attain- 
ments and has the advantage of youth. Last 
year he was acclaimed in the United States 
as “The Man of the Year.” With Mr Ford 
at the head of the Ford world organisation, 
and a director of your company, you may 
have confidence in our future. 


TRIBUTE TO EMPLOYEES 


In the year 1947 there was almost un- 
interrupted production, to which all contri- 
buted by hard and consistent work. It can 
be said that our employees are fully con- 
scious of their responsibility towards produc- 
tion and export needs, and I thank all 
for their sustained effcrts in the last twelve- 
months. 


The management have had no easy time 
during the past year, faced with shortage of 
materi and many other difficulties. To 
them also I know you would wish me to 
pees Sept Memees  S.Oeke opel: sad 
efficient service. 

The report and accounts were adopted and 


the payment of a dividend of 10 per cent., 
less tax, was approved. 
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UNITED GLASS BOTTLE MANUFACTURERS, 
‘LIMITED 


RECORD SALES AND TURNOVER 
DEMAND EXCEEDS SUPPLY 
SIR WALROND SINCLAIR’S STATEMENT 


The thirty-fifth annual general meeting of 
The United Glass Bottle Manufacturers, 
Limited, will be held, on the 20th proximo, 
at the registered offices of the company, 8, 
Leicester Street, London, W.C. 

The following is the statement by the 
chairman, Sir Walrond Sinclair, K.B.E., 
issued with the report and accounts :— 

In presenting their annual report and 
audited accounts for the year ended Decem- 
ber 31, 1947, your directors feel that, having 
regard to existing circumstances, a reversion 
to the war-time practice of submitting a 
statement by the chairman would prove to 
be of convenience to the shareholders. The 
formal proceedings at the forthcoming annual 
general meeting will, however, in due course 
appear in the Press. 


PROFIT AND LOSS ACCOUNT , 


The manufacturing and trading profit at 
£528,049, after deduction of profits tax, 
shows an increase of £39,077. Net dividends 
from subsidiaries, together with sundry 
revenue, brought in an additional £64,738, 
thus giving a total credit of £592,787. The 
provision for depreciation is higher by 
£56,779 this year at £165,061], a large pro- 
portion of this increase being attributable to 
income tax allowances on new buildings, 
plant and machinery, and is reflected in the 
reduced provision required for income tax 
on the year’s profits. 

After charging all administration expenses, 
interest, pensions, group life insurance and 
making due provision for income tax on the 
year’s profits, there remains a net surplus of 
£266,425, an increase of £7,203 over the 
preceding year. Including 436,745 brought 
forward, the disposable surplus is, therefore, 
£353,170 compared with £335,464 for 1946. 

Having regard to the general conditions 
prevailing at this time, your directors have 
deemed it prudent to transfer £100,000 to 
Contingencies Account, bringing that reserve 
up to £275,000, and propose a final dividend 
of 10 per cent. on the ordinary capital for 
the year, but eliminating the cash bonus, thus 
making a similar total distribution on the 
ordinary capital to that of last year. You will 
note the dividend has been earned with a 
substantial margin but we are, in accordance 
with our usual policy, acting conservatively in 
the distribution of profits. The credit balance 
remaining to be carried forward to the 
current year is increcsea by £24,715 to 
£111,460. 

BALANCE SHEET 

Turning to the balance sheet, the fixed 
assets are higher by £95,296 at £2,648,184. 
No less than £93,625 represents the increase 
in land, buildings, plant and equipment, 
even after allowing for £165,061 for depre- 
ciation for the year to which I have pre- 
viously referred. Current assets at £2,763,030 
show an increase of £121,754 over the pre- 
ceding year, largely accounted for by higher 
stocks and cost of stores and materials and 
partly on account of delivery packages 
expenditure, to which I specifically referred 
last year. 

Sundry debtors have increased from 
£678,667 to £814,117. Investments in British 
government securities remain unchanged and 
the market value I am glad to say still shows 
am appreciation over actual cost. The re- 
duction of cash in hand at the close of the 
year is due to the repayment of the bank loan 
necessitated by the recent elimination of the 
debenture stock and to the heavy expenditure 

and other assets i 


on fixed 
mentioned, The various reserves and undis- 
tributed profits have risen by £120,275 to 


the substantial sum of £1,611,326, due mainly 
to the increase in the contingency res 
and to the higher credit balance calor en 
ward. Incidentally, these reserves, etc., 
fortably exceed the total ordinary cap; 
Current habilities at £1,481,511 show ap 
increase due to larger cash deposits for pack. 
ages from customers and the amount out 
standing on account of taxation. J 
however, direct your special attention to: the 
fact that current assets exceed current liabilj. 
ties, including taxation, deferred repairs and 
the final ordinary dividend by £1,281,519, 
which I think you will regard as satisfactory, 


CONSOLIDATED ACCOUNTS 


_The consolidated accounts present a clear 
picture of the whole undertaking. Tradj 
profits, after profits tax, reach the nine 
figure of £801,002, the two principal t 
against these being depreciation £ 
and income tax £205,948. Net profit at 
£294,961, with the balance brought f 
from the previous year, shows an avails 
total of £576,529. The consolidated balange 
sheet discloses assets aggregating £6, 
to which current assets contribute tae 
Current liabilities amount 1o £1,90156 
while the reserves and undistributed . 
total £2,073,412, a position which I venga 
to suggest reflects considerable strength) 

The trend of the past year has been tp 
reduce administrative expense without loss a 
efficiency, a tendency that we endeavour t 
facilitate wherever practicable. In this com 
nection, in order to simplify furthet ae 
financial structure of the group and at the 
same time eliminate a considerable amount 
of unproductive clerical work, steps have been 
taken for the voluntary liquidation of several 
subsidiary companies from whose continued 
existence as separate entities benefits no 
longer accrue. The winding-up of these 
wholly-owned subsidiaries will, of course, ip 
no way affect the existing productive capacity 
of your company. 

Reference is made in the directors’ report 
to the retirement of Mr J. S. Cannington 
from the board and of our deep appreciation 
of his many years of devoted service to out 
company. I am sure you will wish to jom 
me in expressing our best wishes for his good 
health with many years of happiness in his 
well-earned retirement. e 


TRIBUTE TO STAFF AND EMPLOYEES © 


It is my privilege once again to acknow- 
ledge, through our worthy maneging di 
Mr Judd, the devoted service of the 
of our staff and employees throughout 
organisation. They have without exception 
contributed their full quota to our continued 
success. Their whole 1 efforts were 
particularly emphasised throughout the fuel 
crisis in the earlier months of the year under 
review when, through the remarkably skilful 
handling of technical and other details more 

in connection with the furnaces 

and automatic i t, we were able 
avoid what otherwise have been 3 
major disaster. 


of balance of essential raw materials with 


As a result, despite the shortage and i. 
loss of , etc., are able. 
Seater 
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Statistical Summary 


GOVERNMENT RETURNS CHANGES IN DEBT ( thousand) BANK OF ENGLAND | 
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ingen Mar. 5) 170-0 | 292-7} 170-0| 10 1-30 40 Other securities.....+... © 
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)) No. 6 MANCHESTER ((0 
KS OSCE SSNS TD UH 


N the 1820's Courtaulds’ Essex-made silks 
| were beginning to find their way to world 
markets through the country’s textile 
merchanting centres. Several Manchester houses 
have been continuously supplied by the firm 
with piecegoods for more than a century. 

In 1886 the late Sir Thomas Latham was 
appointed the firm’s Lancashire sales agent in 
the cotton capital and he subsequently played a 
leading part in the foundation and development 
of the rayon industry, becoming deputy chairman 
of Courtaulds in 1917. Today the Company 
has two sales offices in the city—-one at 
36 Church Street for its piecegoods; the other 
at 28 Princess Street for its rayon yarn and staple. 

Since the 1914-1918 War, however, 
Courtaulds’ activities in the Manchester area 
have been industrial as well as commercial. 

Firstly, in 1916, the shortage of chemical 
supplies led to Courtaulds building their own 
factory at Trafford Park, which produces 
chemicals for use in the Company’s other works. 
It is the largest producer of carbon bisulphide 
in the country, and makes large quantities of 
sulphuric acid by the most modern process. 

Secondly, in 1920, the Company acquired 
a site at Droylsden on which was erected a yarn 
dyehouse, where improved techniques for dyeing 
rayon, today universally accepted, have been 
developed and demonstrated commercially. 

These two factories on the city fringe 
undertook important additional tasks during the 
Second World War. Trafford Park manu- 
factured chemicals for munitions, while 
Droylsden dyed, camouflaged and_ proofed 
military equipment. 

Of more than 23,000 people now directly 
employed by Courtaulds in the United Kingdom, 
about 600 serve the Company in this great 
textile centre of Manchester, each doing his 
part in the national interest of putting more and 
better rayons into the ships and shops. 


This is one of a series of statements to inform the 
public of some part of the contribution made by 
Courtaulds’ industrial enterprise to economic well- 


being in various districts of the United Kingdom. 


Issued by Courtaulds Ltd., 16 St. Martins-le-Grand, London, E.C.1 





at 22 Ryder Street, St. James’s, London, 
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When letters can’t 
be found because the 
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properly 
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